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BARBER Appliance Burner 


Service is Worth Looking Into! 


For a third of a century, Barber has been widely recognized for superior 
quality in gas conversion burners, and also in burner units for many other types 
of gas appliances. For the past 10 years or more, Barber has increasingly com 
manded the quality market for appliance burners, in numerous types of gas-burn- 
ing appliances. There must be reasons for this. There are. 


Barber has devoted a major portion of its research, testing, and development 
facilities to the job of creating and perfecting the exactly proper burner unit to 
fit the gas appliance involved. That's because the burner is the heart of the appii- 
ance. In shape, size, and type of jets, the burner must suit the appliance, for the 
appliance itself to perform at par. Thus Barber is able to design, test, and then 
build hundreds of types of gas burner units (for all kinds of gas) that are expertly 
engineered for the individual appliance. In short, Barber has become BURNER 
UNIT HEADQUARTERS for hundreds of appliance makers, who rely on Barber to 
take care of their burner problems. Where else can any appliance manufacturer 


avail himself of an equal degree of burner experience and resourcefulness? Buy® 


Barber and you buy the best. 


Write for latest Catalog showing all models of burners for Appliances, 
also Conversion Burners, Regulators and Controls. 


THE BARBER GAS BURNER CO., 3682 Superior Avenue, Cleveland 14, Ohio 


BARBER BURNERS 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Assiste 





expressi 
lic wtilit 
It is si 
advertis 
mouthp 
it is no 
sion of, 


Bditer * Ex..swoatn NicHo.s 
Meneging Editor * Francis X. WeLcu 
Associate Editors * New H, Durry 
Donap EB. Rosinson 

FRANKLIN J. Toppy, Jr. 

DonaLp T, BuRKE 

McLa.ian SMITH 

Cuaries E. LENNON 

Financial Editor « Owgn ELY 


Assistent Editors « M. C’ McCartuy 
M. L. WittiaMs 


“ ‘« 
Henry C. Spurr 
Editorial Consultant 


Public 
tilities 


VoLtume XLVII JUNE 7, 1951 Numeser 12 








- 





| Reprints OF ARTICLES 
(200 or more copies) 

available on orders re- 

ceived within 30 days 

after publication date. 

Address 
WASHINGTON OFFICE 
for quotations. 
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for Federal and state regu- 
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operated utilities and publicly owned 
nd operated utilities, on a fair and 
discriminatory basis; for nondis- 
— administration of laws; 
equitable and nondiscriminatory 
xation; and, in general—for the per- 
petuation of the free enterprise sys- 
tem. It is an open forum for the free 
expression of opinion concerning pub- 
lic utility regulation and allied topics. 
It is supported by subscription and 
advertising revenue; it is not the 
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sion of, nor does it bear the endorse- 
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One of two duplicate B &W Radiant Boilers for the new 
awha River Plant. Steam capacity is 1,335,000 Ib. per hr. 
with boiler design pressure of 2400 psi; final steam 
ature, 1050 F, with reheat to 1050 F. 


Forging the Future of AMERICA’S POWER 


A monument to faith in America’s future power 
is rising in the Kanawha Valley—where the Kan- 
awha River generating plant of Appalachian Elec- 
tric Power Company will ultimately link a million 
new kilowatts to the massive forge of U.S. produc- 
tion for defense and peace. 

Part of a quarter-billion dollar expansion budget, 
Kanawha will start up with the world’s two largest 
single-boiler generating units—2,670,000 lb. per hr. 
combined total steam capacity, serving a round-the- 
clock gross generating capability of 434,520 kw... 
almost double the present demand of all industrial 
and residential customers in the area it will serve. 

Kanawha’s boilers are big. Their furnaces, of 
the divided-type, will have the highest heat-input 
of any boilers ever built—1,860,000,000 BTU per 
boiler, per hour ... . and the two boilers will burn 
over a million tons of coal yearly. Boiler design in- 
corporates two of the latest B&W-pioneered fea- 
tures: pressurized furnaces and gas-recirculation . . . 
the latter combined with spray attemperation in the 
superheater to give steam-temperature control over 
a wide range of capacity. 


With their large reheat capacity, high tempera- 
ture-pressure characteristics, and the additional 
efficiencies inherent in pressure-furnace operation 
agd recirculation of flue-gases, these units will con- 
tribute much to the expected plant heat-rate of 
9,035 BTU per net kw-hr. ... . probably the lowest 
ever attained. 

Kanawha is a striking testimonial to the fact 
that 67 years of phenomenal improvement in power 
generation have not dulled the industry’s keen 
sense of progress. Courage and far-sightedness of 
our power companies, and their confidence in sup- 
plier organizations, will surely continue to forge 
new links in the chain of, technological develop- 
ment that has made this industry, and the millions 
it serves, a continuing power in America’s greatness 

strength. 
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to electric power utility industry is 
coming pretty close these days to an 
over-all plant investment of $20 billion. 
We base this general statement on the 
more careful figure of $19 billion given 
in one of the articles in this issue. But 
at the rapid rate of postwar expansion, it 
would seem certain that the round figure 
of a score should be reached before 
many more moons have passed—which 
leads us to make the self-evident observa- 
tion that “twenty billion dollars can’t be 
wrong.” 


CERTAINLY, such an important amal- 
gamation of capital funds in plant struc- 
tures to serve such a vital public service 
needs no explanation for its existence 
and rapid growth. It seems to us, more- 
over, that our electric utility industry 
has entered a new phase of public rela- 
tions—a period during which the confi- 
dence of the American people in the in- 
tegrity and performance of their electric 
utilities should reach a new peak. 


WE see few remaining remnants of the 
questionings which complicated the in- 
dustry’s existence less than two decades 
ago. Only in Washington, D. C., do we 
yet find a hard core of hostility—a sort 
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of critical hang-over from bygone days. 
And even that seems to be melting under 
the shining example of industrial prog- 
ress, “know-how,” and dedication to the 
public service. 


WE realize that the industry’s leaders, 
who have earned this revival of public 
esteem, are too busy with their special 
tasks of powering America for peace or 
war to take much time off for bows or 
making congratulatory speeches. It is 
not the tradition of the electric utility in- 
dustry to dedicate the same plant three 
or four times, making each occasion a 
sounding board for speeches of self- 
glorification. Indeed, private companies 
are building and expanding so many 
plants these days, their top officials 
would hardly get any real work done if 
they wanted to go overboard on the mat- 
ter of christening ceremonies. 


UT it was our thought in devoting 
this special issue of Pusiic UTILI- 
TIES FORTNIGHTLY to the accomplish- 
ments of the electric utility industry to 
note the astounding performance of the 
past few years, not only in terms of dol- 
lars invested and plant increase, but also 
in the equally important gains of public 
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@ In exacting times like these, 
your financing program needs to 
be reviewed frequently. For it 
must be comprehensive and flex- 
ible—more than ever geared to 
changing conditions. A well- 
organized approach to the finan- 
cial community is also of great 
importance. 

For years, Irving Trust has 
specialized in serving public 


SENIOR 
OBLIGATIONS 






utilities—by maintaining a staff 
of experts who are exceptionally 
well-qualified to give your com- 
pany help and advice. Next time 
you review your financing pro- 
gram, Irving’s Public Utilities 
Department would welcome the 
opportunity to contribute its 
broad experience. 


IRVING TRUST COMPANY 


ONE WALL STREET « 


Capital Funds over $118,000,000 


NEW YORK 15, N. Y. 


Total Resources over $1,200,000,000 
Wri N. Enstrom, Chairman of the Board 


Ricuarp H. West, President 


Public Utilities Department 


Tom P. Waker, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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confidence and actual esteem. It rates. 


the time-honored “well done” of the 
Navy. It would certainly rate one of the 
honorary degrees which our universities 
are handing out to so many distinguished 
people during this season of the year. It 
rates an Oscar or a Pulitzer, or some 
other kind of a decoration yet to be in- 
vented. Whatever it is, we know that 
the industry has come back beyond all 
expectations of even its own most en- 
thusiastic advocates. 


WE salute, therefore, the men and 
women of this gallant group as they 
gather for the nineteenth annual conven- 
tion of the Edison Electric Institute at 
Denver, Colorado. We have especially 
designed the cover and contents of this 
issue to be of particular interest to the 
thousands of electric utility people as- 
sembling for the great national meeting. 
We trust that they will bring away from 
Denver a renewed spirit. 


Louis V. Sutton, president of the 
Edison Electric Institute and president 
of the Carolina Power & Light Company, 
leads off this issue with an article dealing 
with the rdle of the industry in meeting 
current and future emergency needs. 
Mr. Sutton hardly needs further intro- 
duction to the readers of these pages. 


* * * * 


T’ is with pleasure that we present none 
other than the Director of Defense 
Mobilization, CHARLES E. WILSON, as 
a special contributor in this issue (begin- 
ning page 732). Mr. Witson, who has 
spent his entire business career, except 
for wartime government service, within 
the electric manufacturing industry, is 
especially well qualified to give the elec- 
tric utility iidustry an informative and 
inspirational message on the power re- 
quirements of the nation for mobiliza- 
tion. As president of General Electric 
Company, a post he left only a few 
months ago for public service, Mr. W1L- 
SON knows at firsthand the problems of 
the conversion, reconversion, and now 
“double version.” 


* 7 * * 
pees in mind the advice of Robert 
Burns on the advisability of seeing 
JUNE 7, 1951 
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ourselves as others see us, we have in- 
vited two prominent industrial figures 
outside of the utility field to contribute 
special articles to this issue, reflecting 
their views on the modern electric power 
utility business. They are Harry A. 
But tis, chairman of the board, General 
Mills, Inc. (whose article begins on page 
744), and T. S. PETERSEN, president of 
Standard Oil Company of California, 
who discusses the relationship between 
the oil and electric business, beginning 
on page 758. 


* * * * 


_- M. WILKEs is another promi- 
nent electric industry official to con- 
tribute to this issue (page 737). Born 
in Utah, he graduated in electrical engi- 
neering from the Kentucky State Uni- 
versity. He started his career with the 
Public Service Company of Northern 
Illinois. Following World War I duty 
as a Signal Corps officer, Mr. WILKES 
joined the Arkansas Power & Light 
Company as commercial manager. He 
became vice president and general man- 
ager of the Southwestern Gas & Electric 
Company in 1941 and has been president 
since 1942, 


THE next number of this magazine 
will be out June 21st. 
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WHERE PROD . TYPING IS ELECTRIC 


and the typewriter used is the Remington Ebel Commi 
N r a 


- cepa Yes, Public Utilities throughout the country have discov- 


ered that Remington Electri-conomy Typewriters can 
turn out more work, better work in less time and with less 
effort ...so essential in these critical days that call for 
peak output in the office to assure peak utility operation. 

Invoices, vital records, accurate statistics, multiple re- 
ports, legible carbon copies, distinctive correspondence— 
these and many others are prepared swiftly ...and with 
electric ease with this magnificent new electric typewriter. 
Mail the coupon below for the amazing economy story. 


Remington Rand Inc. Room 2125, 315 Fourth Avenue, New York 10 
j O Yes, I would like a FREE copy of folder RE 8353 describing the new 
| pmo THE 
id i Electri J : beled 
: O pes : ike FREE Electri-conomy Test in my office—without obligation of FIRST NAME 
7 Name IN 
| 
| 
| 


Company 
Address TYPEWRITERS 
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Coming IN THE NEXT ISSUE 


* 


NEW YORK'S PLAN FOR THE ST. LAWRENCE 


John E. Burton of the New York Power Authority explains the position of 
the state of New York in supporting the St. Lawrence seaway-power proj- 
ect. New York's proposed part in this plan, however, is not generally 
understood and an explanation of it will make interesting reading indeed 
for many utility industry people. It harks back to the old Al Smith idea 
of a state doing only what is necessary in handling power from public 
developments. 


THE SIGNIFICANCE OF THE SOPER DECISION 


Recently, Judge Soper, of the 4th U. S. Circuit Court of Appeals, struck 
down a supply contract made twenty years ago between a hydroelectric 
power producer and an operating utility company distributing power to 
the public. The unusual aspects of antitrust factors being introduced into 
a controversy between public utilities lend a special interest to this case 
which extends beyond the particular parties affected. Samuel H. Crosby, 
former FPC examiner, has written an analysis of this case which should 
interest wholesale supply utilities generally. 


THE MEN WHO DIRECT 
This article, by H. Eugene Dickhuth of the “New York Herald-Tribune,” 


presents a graphic account of problems of corporations with respect to 
the boards of directors, particularly the controversial questions of stock 
ownership by directors. Should directors be taken in ‘from the outside” 
without too much personal knowledge? Should the ultimate balance or 
appeal to public favor be considered in their choice? These are questions 
which the author strives to answer. 


A UTILITY HOLDS “OPEN LOBBY" 


George W. Keith, a professional writer of Cincinnati, describes a notable 
example of publicity efforts by an active utility. This story deals with utiliz- 
ing the downstairs lobby of a |5-story modern office building in the heart 
of Cincinnati to assist various civic, educational, charitable, and other 
projects. 


* 


A | SO .. . Special financial news, digests, and interpretations of court and 
commission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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Courtesy Bettmann Archives 


Done in % the time... and at ' the cost 


HIS girl undoubtedly was one of the first 
“hunt and peck” typists. 


She had to look around this circular keyboard 
for each letter, and then when the letter was 
in position, she’d tap it. 


Modern office machines certainly have made 
strides since those early days. Consider espe- 
cially the electrical devices that now do rou- 
tine figure work in a fraction of the time it 
formerly took. 








This Bill Frequency Analyzer, for example, 
does a remarkable job for public utilities. It 
gives utilities an accurate picture of their 










consumers’ usage data in a few days’ time. 


It analyzes as many as 200,000 bilis a day. 
It does the job in 14 the time it would take a 
competent office force. The final cost to the 
utility, too, is halved. 


Wouldn’t you like to know more about this 
Recording and Statistical Corporation service? 


Send for FREE booklet 
“The One-Step Method of Bill Analysis” will 


give you all further details. Why not ask your 
secretary to write for it today. 






Recording and Statistical 
Corporation 





100 Sixth Avenue, New York 13, N. Y. 
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CCoukell CEaake 


“There never was in the world two opinions alike.” 
—MONTAIGNE 


‘ 


JoserH C. O’MAHONEY 
U. S. Senator from Wyoming. 


BEARDSLEY RUML 
Representative, Business Commit- 
tee on Emergency Corporate Tax- 

ation. 


Excerpt from Bernice, 
(Louisiana) News Journal. 


M. S. RUKEYSER 
Columnist. 


Boyp TACKETT 
U. S. Representative from 
Arkansas. 


EprroriAL STATEMENT 
Collier's Weekly. 


James E. SHELTON 
President, American Bankers 
Association. 
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“It is clear that deficit spending cannot be contemplated 
even for the current defense program, unless we are 
willing to invite the crack-up of the American system.” 


* 


“An excess profits tax will undermine the. moral com- 
pulsions that make the tax system of the United States 
so successful as compared to that of many other coun- 
tries.” 


> 


“Uncle Sam may be short on hard cash for a lot of 
things, but when it comes to bootin’ off a few billion 
bucks. for more of these government-controlled, non- 
tax-paying power plants, the old boy has plenty of the 
long-green.” 


* 


“Social and economic institutions are perpetually being 
re-examined in accordance with the test of the greatest 
good for the greatest number, and their final sanction 
must rest on their ability to deliver, not on the eloquence 
of their devotees.” 


* 


“Fifteen years ago there may have been plenty of 
cause for the REA’s and the electric companies to be at 
each other’s throats, but today they are finding a growing 
area in which they can work together and wherein there 
is an identity of interests.” 


- 


“Communism may speak in words of idealism while 
freedom sometimes bogs down in the language of ma- 
terialism. But Communism is sterile. For all its brave 
talk it has no ‘cause.’ Freedom does—and it is not simply 
a negative anti-Communism.” 


* 


“The whole American system and way of life are 
predicated upon the recognition of the dignity and the 
freedom of the individual. Our Declaration of Inde- 
pendence declares that all men are endowed by their 
Creator (not by any man of. group of men at the moment 
in control of a government—but by their Creator) with 
certain inalienable rights, including life, liberty, and the 
pursuit of happiness, and that to secure these rights, gov- 
ernments are instituted among men.” 


12 
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Blyth Distribution 


Nationwide, coast to coast distribution facilities 
have enabled Blyth & Co., Inc. over the years to 
play an outstanding part in effecting nationwide, 
coast to coast ownership of public utility securi- 


ties in this country. 


As an Underwriter of and a Dealer in public 
utility bonds, preferred stocks and common 


stocks, we offer our facilities. 





Blyth & Co., Inc. 


New York @ SAN Francisco @ Cuicaco @ Los ANGELES @ SEATTLE @ PoRTLAND 





Boston @ SPRINGFIELD @ PHILADELPHIA @ PITTSBURGH @ CLEVELAND @ INDIANAPOLIS 
LouIsvILLE @ Detroit @ MINNEAPOLIS @ SPOKANE @® OAKLAND ®@ EUREKA 


SACRAMENTO @ FRESNO @ SAN JOSE @ PASADENA @ SAN DIEGO 















REMARKABLE REMARKS—( Continued) 


“We in Congress can block but we cannot initiate. We 
form a sort of Maginot Line, but it is a line which can 
be breached by constant proposals, a few of which get 
through Congress, increasing the power of the Federal 
government and adding to the sums it spends.” 


Rosert A. Tart 
U. S. Senator from Ohio. 


WALTER REUTHER 
President, CIO United 
Automobile Workers. 


ALLEN Van Wyck 
President, Illinois Power 
Company. 


EprrorIAL STATEMENT 
The Wall Street Journal. 


Tuomas I. PARKINSON 
President, Equitable Life Assurance 
Society of the United States. 


Henry A. Buss 
President, U. S. Savings & Loan 
League. 


Watt Horan 
U. S. Representative from 
Washington. 
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“It [Federal Reserve Board controls-credit order] 
tells the workers and low-income families to pull in their 
belts in the worthy cause of protecting the country from 
inflation, but it leaves the well-to-do and the wealthy free 
to keep feeding the fires of inflation by spending as 
usual.” 


* 


“We believe that the arrangements which have been 
made to supply the Atomic Energy Commission’s re- 
quirement are an outstanding example of the ability of 
privately financed electric, companies to meet defense 
needs far beyond the normal scope of their operations, 
without the necessity of the use of government funds.” 


> 


“A central plan must have a purpose. To achieve that 
purpose there must be built up a huge planning agency, 
the personnel of which is imbued with the purpose. The 
last people in the world to see that the purpose is no 
longer applicable to a changed condition will be the plan- 
ning agency. It is the nature of men to act that way.” 


* 


“When we freeze wages or prices, we are merely doc- 
toring the symptoms of the inflation disease rather than 
the disease itself. If we are to stop the inflationary trend, 
the makers of our public policies must deal with the 
monetary causes of the inflation. They must control the 
expansion of bank deposits and the constantly increasing 
money supply.” 


* 


“Political spending of taxpayers’ hard-earned and easily 
taxed money is serving to intimidate one group after 
another, increasing the dependence of almost every citi- 
zen on the state which is supposed to be his servant— 
and not his master. Along with this increasing depend- 
ence upon the Federal government goes a surrender of 
fundamental human rights.” 


* 

“Congress and the administration must make a careful 
determination of the real degree of emergency in the 
current defense program and decide whether or not ma- 
terials controls must be applied in such a way as to bank- 
rupt thousands of small businesses. There is good reason 
to believe the national economy would be better preserved 
by allowing to small producers who cannot convert to de- 
fense items a sufficient supply of raw materials to keep 
them in business, whether their products are classified as 
necessities or luxuries.” 
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Public Utility Securities 


Underwriter - Distributor 


Dealer 


FIRST BOSTON 
CORPORATION 


100 BROADWAY, NEW YORK 5, N. Y. 


Boston PITTSBURGH CHICAGO 
PHILADELPHIA CLEVELAND San FRANCISCO 


Private Wires to all offices 


Unttep States GoveRNMENT Securities + State, Municipat AND Revenve Bonps 
INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT Bonps 
InpustRIAL, Pusuic Utizity anp Raitroap Bonps anpD Stocks 
CanapiaAn Bonps + Foreicn Do.iar Bonps - Bank AND Insurance Company STOcKS 
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GOLDSBORO STATION 


CAROLINA POWER & LIGHT COMPANY 















The C-E Unit illustrated here is now in process of fabrication for 
the Goldsboro Station of the Carolina Power & Light Company at 
Goldsboro, North Carolina. 


It is designed to serve a 75,000-kw turbine-generator operating at 
a throttle pressure of 1450 psi with a primary steam temperature of 


1000 F, reheated to 1000 F. 


The unit is of the radiant type with a reheater section located be- 
tween the primary and secondary superheater surfaces. A finned 
tube economizer is located below the rear superheater section, and 


regenerative type air heaters follow the economizer surface. 


The furnace is fully water cooled, using closely spaced plain tubes. 


It is of the basket-bottom type, discharging to a sluicing ash hopper. 


Pulverized coal firing is employed, using bowl mills and tilting, 


tangential burners. B-478A 


COMBUSTION ENGINEERING— 
SUPERHEATER, INC. 


200 MADISON “AVENUE * NEW YOR? 








"ALL TYPES OF BOILERS, FURNACES, PULVERIZED FUEL SYSTEMS AND 
STOKERS; ALSO SUPERHEATERS, ECONOMIZERS AND AIR HEATERS 
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SIMPLEST, MOST EFFICIENT 
CONTROL IN THE GAS INDUSTRY 






















Designed for modern heating equipment and to 
help you meet competitive conditions, the A-P 
Gasapack offers you all the controls you require 
in ONE compact unit — from OnE dependable 
source. It offers you economy in production and 
inventory, simplicity in service, thorough satisfac- 
tion in use and complete DEPENDABILITY, backed 
by A-P’s unmatched research and many years of 
experienge in engineering and production of heat- 
ing controls 











Only A-P’s Gasapack Offers All These Advantages... 


Two th ostatic controls B® Built-in pressure regulator, $F" Choice of two of ther- 





H pilot filter, main and pilot mostatic control, for factory 
to fit any requirement valves, 100% automatic, installation or for sale as 
fail-safe pilot. AGA listed. accessories. Extremely sim- 


SLECTRIC TOP simply replac- 
es nameplate of manual andl 
asapack. Connected to an 


‘ ple installation. 
Only OnE unit to assemble 
to heater or furnace. Elim- WF" True Mutti-stace flame 


nae inates up to five separate regulation with either 
ee Se eontrol units, with their control — “stages” in 
yon t ide . ~d joints and connections. perfect response to heat 
ormer, 1 provi es au emand. 


matic MuLti-stace flame 


pe Simplifies assembly. Re- 
control — “staging” flame 


duces purchasingandinven- [™ Com size—3%" x SK" x 











to suit heat requirements. tory costs. Simplifies field 5%”. You don't have to allow 
installation and _ service. room for clumsy, old-fash- 
} MECHANICAL THERMOMATIC Offers wide adaptability. ioned controls and piping. 
Control provides heat reg- B® Available formanualorther. [MR Absolutely Sirent — no 
ulation with extreme sim- mostatic temperature con- annoying clicks or hum on 
plicity. THERMomatic Top trol to meet your needs. One manual or automatic oper- 
replaces the regular Gasa- unit to stock for either type. ation. A real selling point. 


pack nameplate — that’s all 
there is to t THERMOMATIC 
bulb then takes over and 
“floats” flame in response 
to temperature change. 


Write today for Bulletin G-9 for the Complete Story 
You owe it to yourself — and to your product — to get the com- 
plete story on the Gasapack. Our research and engineering 
departments will help you solve specific application problems, 








DEPENDABLE Controls 


For Modern Gas Heating 


A-P CONTROLS CORPORATION 


(formerly Automatic Products Company) 
2470 N. 32nd Street ° Milwaukee 45, Wisconsi 
In Canada: A-P Controls Corporation, Lid., Cooksville, Ontario 
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’~ POWER COMPANY 





Men Of E.E.l. 
and the Electrical Industry 


Welcome to Colorado 


We have grown as the electrical industry all over America has 
grown. Loads in Colorado under the free enterprise system of 
privately owned power companies has more than doubled in the 
last decade.* By the end of 1953 these demands will be trebled. 


WE ARE READY 


POWER APLENTY FOR SALE 


There is no power shortage in the area we serve—there never 
was and there never will be when planning now on the drawing 
boards reaches completion. Constant future planning will keep 
ahead of demands. Our customers are using more power. We 
have more customers than ever and expect to grow more and 
more, for we have men constantly selling "More Power" to 
industry, commerce, homes and farms in our service area. 


THE WELCOME MAT IS OUT 
COME VISIT US WHEN YOU CAN 
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Save Space with better 
doors that last longer 
and cost less 


KINNEAR 
ROLLING DOORS 





The easy, upward action of Kinnear Rolling Doors brings time- 
saving efficiency to any doorway. The strong, all-metal, interlocking 
slat curtain opens completely out of the way, safe from damage... 
provides extra safety against fire, wind and intrusion when closed. 
And they’re ruggedly built in every detail, to give extra years of low- 
cost, low-maintenance service. Any size; motor or manual control. If 
you haven’t a Kinnear catalog for quick reference, send for free copy. 


THE KINNEAR MANUFACTURING COMPANY 


_ 2060-80 Fields Avenue Columbus 16, Ohio 
Factories: 1742 Yosemite Avenue San Francisco 24, Calif. 


Offices and Agents in all principal cities 
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Bechtel-engineered and Bechtel-built— more 


than *one million horsepower of electric gen- 





erating capacity, plus distribution systems and BECHTEL 
industrial installations. CORP re) RATION 
K Now in progress or recently completed for the power utilities. Las Angeles ¢ SAN FRANCISCO «+ New York 








DESIGN CONSTRUCTION “BUILDERS FOR INDUSTRY” 





PURCHASING 
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ELECTRIC CUSTOMERS 
THOUSANDS—AT END OF YEAR 


1932 
1933 
1934 
1935 
1936 
1937 
1938 
1939 


1931 





1940 
1941 

1942 
1943 
1944 
1945 
1946 
1947 
1948 
1949 
1950 





THE FAMILY ENJOYS ELECTRIC SERVICE 


T STARTS IN THE HomeE—this story of in- 
nese usage of electric power over the 
past 20 years on.the Vepco System—where 
residential customers increased from less than 
200,000 in 1931 to more than 500,000 in 1950, 
and the average use of electricity per annum 
increased over that period from 693 to 2,004 
kilowatt-hours. (The national average home 
use for 1950 was 1,825 kilowatt-hours.) 

During the year 1950 Vepco connected 33,500 
new electric customers, the largest number 
in any one year—about one every four minutes 
of every working hour. It celebrated the con- 
nection of its 500,000th customer and closed 
the year with 513,000. About 125,000 of them 


are rural customers. Only twelve other com- 
panies in the nation serve more than half a 
million customers. Only five have connected 
as many since World War II than has Vepco. 

This marked increase in customers is due 
in part to general population increase. But, 
more particularly, nearby raw materials, an 
available supply of local labor, pleasant work- 
ing and living conditions and good transporta- 
tion for handling the finished product have 
attracted to the Vepco service area many new 
industries formerly located in large industrial 
centers where crowded living conditions, con- 
gestion and labor situations have proved to 
be increasingly difficult and unsatisfactory. 


A good supply of dependable electric power has been another 
deciding factor in the selection of Virginia for industrial locations 


- and more is coming up all the time! 


We invite inquiries. 


VIRGINIA ELECTRIC AND POWER COMPANY 
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OF PRIDE and PREJUDICE! 


l'° PRIDE THAT NEEDS NO APOLOGY . . . that comes from a job 
well done . . . from the satisfaction of bringing new conve- 


nience, comforts and savings to more and more people. 


It’s a just pride really . . . the kind that any one of a thou- 


sand public utilities across the land can claim. 


Because their job, yours, isn’t easy—consists of a great many 


varied and complex problems. 


We can't solve them all, of course. But here at Merrill Lynch, 
we are prejudiced enough to feel that on questions of financing, 


anyway, you might find good use for our services. 


Last year, for instance, we helped forty or fifty firms in your 
business to raise millions of dollars in much needed funds. Funds 
that meant continued expansion . . . fresh working capital . . . 


the retirement of debt. 


Sometime soon, similar problems might face you. At that 
time, you might find it profitable to discuss the most practical 
method of meeting your needs with our Underwriting Depart- 
ment. We’ll be happy to give you any assistance we can—with- 


out obligation, of course. Just contact— 


Underwriting Division 


MERRILL LYNCH, PIERCE, FENNER & BEANE 


Underwriters and Distributors of Investment Securities 
Brokers in Securities and Commodities 


70 PINE STREET NEW YORK 5, N. Y. 
Offices im 97 Cities 
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what we really make is time} 








Little blocks, say 2’ x 4” x 8’’, don’t pile up very 
fast. 


We hang walls up in ‘sizable panels. 


And that is an easy way to understand why 
Robertson’s real product is time. 


We make walls that are hung in place. We make 
them complete with insulation when the panels 
are delivered. We engineer them piece by piece 
in advance at the factory. We put expert crews on 
tthe job to place them. 


We make time, now, when time is the essence. 

We save days and weeks in finishing a building 
for use, because years have been put into the 
development of these unique skills. 


Quick is the word we practice. 


H. H. ROBERTSON CO., 


2424 Formers Bank Building 
Pittsburgh 22, Penasylvesie 

















Q-Panels are fabricated from Galbestos, alumi- 
num, stainless steel, galvanized and black steel 
in lengths up to 25'. 


Q-Panels, 3" in depth with 1%" of incombusti- 
ble insulation, have 2 thermal insulation value 
superior to that of a 12" dry masonry wall wii 
firred ree interior. A single Q-Panel with an 
area of 50 sq. ft. can be erected in nine minutes 
with a crew of only five men, and twenty-five 
workmen have erected as much as an acre 0 
in three days. 


Q-Panel construction is quick, dry, cleaa, and 
offers an interesting medion of architectura) 
expression. 


PITTSBURGH, PA. 


Offices in 50 Principal Cities 
World-Wide Building Service 
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IN THE HISTORY OF WATER CONDITIONING 





1895 ° Conteh tedeten dtp gm a Gat 
Commercial application of, heat as an aid in 
1900 « water softening 
1910 e Pett eetatie tank with costal uptake 
1916 ©@ Cochrane differential chemical proportioner 


Development of reboiler counterflow deaerating heater 
1921 ® to improve degasification of feed water eg 


192 e Backwashing filters with hot, softened water 
922 from sedimentation tank 

velo t of ¢ flow tr d i 
1924. eesegeen Gross- ay type deaerating 


1925 @ Use of jet heaters with Hot Process Water Softener 


19 2 8 e Supplementary Phosphate Treatment 


Commercial application of Cochrane Parallel Downflow 
19296 Deaerator + Development of Atomizing Deaerator for 
marine use 











1903 1 ¢ Primary treatment with phosphate 


1 ) K 4 3 7 Deaeration by atomization (pat.) of the hot, softened 
' water 







190 3 4 « Jet tray deaerator with vent concentrating preheater 






193 % ‘ Deaerating Hot Process Softener developed to large 
capacities 
1 Q 4 & * Recirculation of sludge in hot process softeners - Use of 


hot process softener for silica reduction 


i 9 7. r+) , Use of phosphoric acid in hot process softener 


as primary softening reagent 


94s ¢ Commercial application of cold water deaerators 









19 q y ¢ Development of Hydromatic Single Control Valve 









y 4 & e Gas concentrating jet heater for Hot Process Softener 






9 4 y e Hot Process 2-stage Softener, lime treatment followed by zeo 









pa 


COCHRANE CORPORATION - 3127 N. 17th ST., PHILADELPHIA 32, PA. ? 


me Canada: Canadian Genera) Fipsiric, [jf., Toronto. Im Mexico: Babcock & Wilcox és Mexico SA, Mexice City. In Europe: Recuperation Thermique @ fparation, Paris 
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How to make his job easier... 





He doesn’t need to subtract, or even 
write the figures longhand. And the 
Accounting Department doesn’t ques- 
tion his arithmetic or his handwriting. 

He records the meter readings with 
only a few simple pencil marks on IBM 
Cards. His job is easier . . . results are 
better. 


But this is only a small part of the 





‘tat 





story. Other IBM electronic develop- 
ments have improved all phases of 
customer accounting . . . including 
bill calculation and audit functions. 


IBM’s leadership in applying electron- 
ics to business machines has given utili- 
ties a ready means for reducing costs as 
well as providing better service for 
their customers. 


INTERNATIONAL BUSINESS MACHINES CORPORATION 
590 Madison Avenue, New York 22, N. Y. 
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Most comprehensive gas and electric 
expansion in utility history 



















Started in 1945, it will cost $1 billion 
by 1954! Construction investments to 
D- date total $750,000,000. Here’s why we 
f need the new facilities: 


1. Northern and Central California are 
among the fastest growing regions 
in the nation. New homes, factories, 
stores and farms keep calling for 
utility service. 

2. The average P. G. and E. residential 
customer is using nearly twice as 
much gas and electricity as ten years 
ago. Rates—lower than in 1940—have 
stimulated this increased use. 

Good utility service and low rates are 

an important factor in the amazing 

development of this region. 


P-G-auE: PACIFIC GAS AND ELECTRIC COMPANY 
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7 HAYES STREET JACKSON, MICH. 





Power plants of Commonwealth design are engineered to keep invest- 
ment at a minimum and operating efficiency high by close coordina- 
tion of structural, mechanical and electrical design. 

Over 40 years of experience in the technical needs of public utilities 
gives Commonwealth the ability and know-how to assure efficient, 
economical service for today’s expansion programs. Commonwealth 
engineers are now engaged on plant addition programs totalling 
about $90,000,000. 


Let us show you how our consulting and design services may contribute to your economy and 
efficiency of operations. Write for our booklet describing the services of Commonwealth Asso- 
clates. Address: Commonwealth Services inc., Department E5, 20 Pine Street, New York 5,N.Y. 


INVESTIGATIONS * REPORTS * FINANCING * ACCOUNTING * SYSTEMS © TAXES © INSURANCE 
PENSIONS * RATES © DEPRECIATION * VALUATIONS © DESIGN AND CONSULTING ENGINEERING 
METERING © PURCHASING © INDUSTRIAL AND PUBLIC RELATIONS * MERCHANDISING * ADVERTISING 


OMMONWEA LTH 


R 


20 PINE STREET NEW YORK 5, N.Y. HANOVER 2-0170 


DIAL 8121 STERLING 3363 


ABILITY*+s EXPERIENCE + RESOURCEFULNESS «© RESULTS 
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ONE OF 39 THOMPSON ALUMINUM 
TROUBLE BODIES WITH AERIAL 
LADDER OPERATED BY PHILADEL- 
PHIA ELECTRIC COMPANY 


The future is... ALL-ALUMINUM 


_|THOMPSON|_ 
UTILITY BODIES 


You can cut operating costs with Tough, Lightweight, Thompson 
Utility Bodies. "Weigh" These Facts. 






@ Lower Chassis Cost @ Lower License Fees 

@ Lower Gas Costs @ Lower Tire Costs 

@ Lower Painting Costs @ Lower Maintenance 

© Lower "Out-of-Service Loss" @ Fewer "Stuck-in-the-Mud" Conditions 


More Than 40 Utilities Use Them—You Should 
TRY THEM NOW! 


THOMPSON TRAILER CORP. 
: PIKESVILLE, MARYLAND 
THOMPSON ! O Have Representative Call 
© Send Full Information 
TRAILER | 
hy NN icin b.cu csv nace HE ea eS waste cautaeee 
c 9 R P . SIE. i. 0.0 6 0:0e ven vedcgunpetted eeteevewseeeeen 
Pikesville, Maryland OES 5s. chk no sn5.0s wear eb Ghee ea eans a eeeee 
Telephone: Pikesville 130 l 
i 
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SERVING THE PUBLIC AND 
INDUSTRY 24 HOURS A DAY 


COLUMBIA 
GAS 
SYSTEM 





The Manufacturers Light and Heat Company 
United Fuel Gas Company 

The Ohio Fuel Gas Company 

Atlantic Seaboard Corporation 

Amere Gas Utilities Company 

Virginia Gas Distribution Corporation 
Virginia Gas Transmission Corporation 

Big Marsh Oil Company 

Central Kentucky Natural Gas Company 
Binghamton Gas Works 

Cumberland and Allegheny Gas Company 
Eastern Pipe Line Company : 

Home Gas Company 

The Keystone Gas Company, Inc. 
Natural Gas Company of West Virginia | 
The Preston Oil Company 9 
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Underwriters and Distributors 
| of 


AY Investment Securities 


Union Securities Corporation 
65 Broadway, New York 6 


Telephone: HAnover 2-4800 
BOSTON ° BUFFALO “ CLEVELAND 
HARTFORD ° PHILADELPHIA . SYRACUSE 
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EASTERN MAINE OFFERS YOU AND YOUR 
FAMILY VACATION ENCHANTMENT WHICH 
WILL ENDEAR OUR STATE TO YOU WITH 


( 


Electric Service in Eastern Maine 








VACATIONS 


=> ... unlimited 


MEMORIES OF PLEASANT, RELAXED AND 
CAREFREE HOURS AWAY FROM HOME 


BANGOR HYDROELECTRIC CO. 
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IN A GROWING WEST 


SERVING IN UTAH, IDAHO, WYOMING, COLORADO 
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ee engaged in the electric power 
and light, gas, traction and other public utility fields 
have consulted with us to advantage in developing 


their new capital and refinancing programs. 


Our facilities and practical experience may 
prove useful in preparing studies and specific rec- 
ommendations in shaping the details of programs 
and planning local, regional or nation-wide under- 


writing operations. 


Harriman Ripley & Co. 


Incorporated 
63 Wall Street, New York 5, N. Y. 
BOSTON : PHILADELPHIA . CHICAGO 


Representatives in other Cities 
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TURNING MOUNTAINS 
INSIDE OUT... 





at the rate of 4,000 tons a minute! 


Only America has a coal industry capable of 
turning out so much coal, so fast—at the rate 
of 4,000 tons a minute. That adds up to the 
tremendous total of 2 million tons a day! 

That’s twice as much coal a day as all the 
British mines turn out. 

That’s three times as much coal a day as slave 
labor gets out of the government-owned mines 
of Communist Russia. 

That’s producing coal at a rate-per-man, 4 to 
24 times that in any country in Europe or Asia. 

How can America’s coal companies do it? 

The productivity of American mines has 
climbed steadily with the ever-increasing use 
of machinery. Today, 98% of all American coal 
is mechanically mined—and about 75% is 
mechanically loaded. Today, output per man is 
more than 30% greater than in 1939! This is 


one of the greatest efficiency increases in 
American industry. 

Not only do America’s privately managed 
coal companies produce more coal—they pro- 
duce better coal, too. Giant preparation plants 
now turn out a coal that, when used under an 
up-to-date boiler, yields three times the energy 
produced only a few years ago. 

Now—when the job of rearming calls for 
more and better coal—the nation’s privately 
managed coal companies are operating at the 
highest level of efficiency ever. America will get 
all the coal it needs! 


BITUMINOUS COAL INSTITUTE 
A DEPARTMENT OF NATIONAL COAL ASSOCIATION 
WASHINGTON, D. C. 
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SELDOM HAS THERE BEEN such an opportunity 
for those who invest for income as exists 
today through the ownership of shares of the 
country’s operating utilities. These stable 
enterprises offer geographic diversification 
and yields of 5 to 7% for your funds. 

The following factors make these securities 
an exceptionally attractive means of build- 
ing your personal pension plan: 

(1) A favorable outlook for expansion of gross 


earnings—due to an increasing number of 
customers and increasing use per customer. 

(2) High credit rating—most operating com- 
panies can finance economical new plants 
at low interest rates. 


Own An Interest 
In the Company 
That Brings 
Electric Servants 


Into Your Home 


(3) Corporate structures and property valuation 
are conservative. 

(4) Liberal dividend yields—with conservative 
relation to earnings. 

As brokers and dealers we specialize in 
helping investors to select sound securities © 
for investment such as these operating utility 
companies. We will be pleased to furnish 
complete information about current oppor- 
tunities and invite you to write to the In- 
vestment Service Department. 

Note to Operating Utility Executives: 
As underwriters, our services in the 
distribution of your securities, our 
research facilities and the experience 
gained over several decades, may prove 
helpful to you. We invite your inquiry. 


KIDDER, PEABODY & CO. 


Established 1865 
Members New York Stock Exchange 


17 Watt Street, New York 5, N.Y. 


PHILADELPHIA 


CHICAGO 








































Public Utilities Fortnightly June 7, 19 


FLORIDA 
IS PREPARED 


lo wewe We VE 





As the nation rearms, Florida stands 
ready to repeat its outstanding World 
War II performance. Florida’s industries, 
greatly expanded since VJ-Day, can again rely 
on ideal year-round living and working conditions 
to foster new production records. Florida’s amazing 
agriculture can pour even greater stores of food into military 
and civilian channels. Florida’s vastly increased transient accommodations 
can again be quickly converted to the military training for which the state’s 
strategic location, mild climate and amphibious terrain ideally suit her. And Florida’s people, aug- 
mented by a substantial pool of retired workers who are nevertheless ready to place their skills 
again at their nation’s call, are ready to go with all the enthusiasm and drive that has made 
this a state of “boosters.” Yes, Florida more than ever before is prepared to serve the Nation! 


5 FOR 
TODAY... prans FOR TOMORROW 





GROSS CAPABILITY 
FP&L CO. SYSTEM 






TOMORROW! 











FLORIDA POWER @& 





atte Ce She ey Es One 
LIGHT COMPANY VJ-Day....plans to triple it by 1953. New 


and impr 
ee eee cs ad alien beeen 
to repeat the job that won a Navy citation in World War II: 


“When we called for Power, we got Power, and not -- Thank God -- alibis!” 
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HOWDY, NEIGHBOR! 


A neighbor of yours is the Leece-Neville Central 
Distributor. His name is listed below, opposite 
your city. He will be glad to tell you why 


more and more Utility Companies are equipping 
their 2-way radio cars and trucks with the L-N 
Alternator System, that delivers 25 to 35 amps 
with engine idling. Or write the Leece-Neville Co., 


Cleveland 14, Ohio. 


LEECE-NEVILLE CENTRAL DISTRIBUTORS 


Albuquerque, New Mexico 
Spitzer Electrical Company 
Atlanta, Georgia 
Auto Electric & Magneto Co. 
Billings, Montona 
Original Equipment Company 
Birmingham, Alabama 
Birmingham Electric Battery Co. 
Boston, Massachusetts 
J. Connell Company 
Buffalo, New York 
Battery & Starter Company 
Charleston, West Virginia 
MacFadden Ignition Company 
Charlotte, North Carolina 
Carolina Rim and Wheel Co. 
Chicago, Illinois 
Illinois Auto Electric Co. 
Cincinnati, Ohio 


Cleveland, Ohio 
Columbus, Ohio 


Tri-State Distributing Corp. 
Cleveland Ignition Company 


G. W. Holmes Company 
Dallas, Texas 
J. J. Gibson Company 
Denver, Colorado 
Spitzer Electrical Company 
Des Moines, lowa 


Electrical Service & Sales Co. 
Detroit, Michigan 
Auto Electric & Service Corp. 
Fort Worth, Texas 
Generator Service Company 
Hartford, ‘ 
wieneentoanen WwW. J. Connell Compony 
Houston, Texas ‘ 
Beord and Stone Electric Co. Inc. 
Indianapolis, Indiana 5 
Gulling Auto Electric Co. 
Jacksonville, Florida 
Patten Sales Company 
Kansas City, Missouri ; 
E. S$. Cowie Electric Co. 
Knoxville; Tennessee 
McNutt and Burks, Inc. 
Lexington, Kentucky ; 
Kentucky Ignition Company 
los Angeles, California 
lectric Equipment Company 
Louisville, Kentucky : 
Ellingsworth Auto Electric Co. 


Memphis, Tennessee 
Automotive Electric Service Co 
Miami 36, Florida 
Electric Sales & Service Co. Inc 
Milwaukee, Wisconsin 
Wisconsin Magneto Compan 


Minneapolis, Minnesota , 
W.E. Lahr Co 
Nashville, Tennessee 
Automobile Electric Service Co 
Newark, New Jersey 
Tire Trading Compan 


John M. Walton, Ind 


New Orleans, Lovisiana 


New York, New York 
Auto-Llectric Distribute 
Oklahoma City, Oklahoma 
American Electric Ignition Ce 
Omaha, Nebraska 
Carl A. Anderson, In 
Philadelphia 30, Pennsylvania 
Auto Equipment & Service Cd 
Phoenix, Arizona 
Cc. C. Jones, Battery & Electric Ce 
Pittsburgh, Pennsylvania 
Automotive Ignition Compa 
Portland, Oregon 
Tracey & Company, In 
St. Louis, Missouri 
Medart Auto Electric Compa 
Salt Lake City, Utah 
Frank Edwards Compa 
San Antonio, Texas 
Alamo Auto Electric & Brake C 
San Francisco, California 
Frank Edwards Compa 
Shreveport, Lovisiana 
Chain Battery & Automotive Supp 
Syracuse, New York 
Frank A. Crossman, | 
Tacoma, Washington 
Puget Sound Auto Electric 
Toledo, Ohio 


Toledo Auto Electric Compa 
Wichita, Kansas 
E. S. Cowie Electric C 
Toronto, Ontario, Canada 
Auto Electric & Service Co. L 
Winnipeg, Man., Canada 
Beattie Auto Electric b 
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KILOWATT CAPACITY, 


DP&L CONTINUES 
its EXPANSION 


PROGRAM 


DOUBLED SINCE 1948, 


NOW BEING FURTHER INCREASED 


® The industrial customers now being 
served by The Dayton Power and Light 
Company can be sure of plenty of power 
to meet all defense requirements. The 
DP&L Company's new expansion program 
includes the addition of two 60,000 kilo- 
watt generators in a new third section of 
the Company's O. H. Hutchings Generat- 
ing Station and the replacement of a 
20,000 kilowatt generator at the F. M. 
Tait Generating Station with a 30,000 
kilowatt generator. 

This increase in generating capacity 
will raise the total power output of both 


THE DAYTON POWER AND LIGHT COMPANY 


the F. M. Tait Station and the O. H. 
Hutchings Station to 580,000 kilowatts. 
Present capacity of both stations is 
450,000 kilowatts, more than double that 
of three years ago. 

The production of power is but a part 
of the work that must be done. Adequate 
transmission and distribution facilities 
must also be provided. DP&L is complet- 
ing a network of new 66,000 volt trans- 
mission and 12,000 volt distribution lines, 
rounding out its existing facilities to carry 
this energy to every part of the 6,041 
square mile area served by the Company. 
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Domestic Load Regulator Means Profitable 
Additional Revenue from Electric Heat! 


Wesix Load Regulator LR-100 
Easily installed on the house side of the 
service switch, it is designed to contro! 
heating load by means of metered 
demands of range and lighting loads. 





Wesix Wall Furnace 
-_- == = = © Fully automatic unit heaters designed for high di- 
versity as well os perfect heating comfort. 


Wesix Equipment Cuts Peak Demand 75% 


WESIX fully automatic Wiredheat systems have always meant 
good load characteristics as well as a dependable source of 
power revenue. Now, in combination with the WESIX Load 
Regulator, Wiredheat brings not only a profitable load, but 
a load concentrated in off-peak periods. According to the 
utilities’ individual requirements, the WESIX Load Regulator 
will automatically reduce the resistance load in any installa- 
tion by 75% whenever other power demands are felt. 


Customer Satisfaction High 


Used in conjunction with an outdoor thermostat, the Load 
Regulator gets nothing but praise from the consumer. By 
checking outdoor temperature and adjusting the heater volt- 
age accordingly, the Load Regulator effectively prevents the 
“overheating” so common with other heating systems during 
fall and spring periods. 


Yes, here’s a combination that means profit both to the utility and to the 
ce ! For compl information write Wesix Electric Heater Co., 
Room 503, 390 First Street, San Francisco 5, California. 
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Attilities Almanack 


z JUNE z 


California Independent Telephone Asso. begins convention, San Francisco, Cal., 1951. 
| Edison Electric Institute ends annual convention, Denver, Colo., 51. 














National District Heating Association ends annual meeting, Detroit, Mich., 1951. 





Michigan Electric Light Association will hold annual convention, Mackinac Island, 
Mich., June 24-27, 1951. 








b | gwen Federation of America begins annual convention and exhibit, St. Louis, 
0., 2 





American_ Society of Mechanical Engineers begins semiannual meeting, Toronto, 
Ontario, Canada, 1951. 





National Association of Radio Farm Direc pov begins spring membership meet- B 
ing, St. Louis, Mo., and Fayetteville, Ark., 1. 








American Society of Civil Engineers begins summer meeting, Louisville, Ky., 1951. 








| Illuminating Eat Society, National Council, begins one-day meeting, New 
York, N. Y., 1951. 








| Washington Independent Telephone Association and Oregon Independent Telephone 
Association begin annual convention, Portland, Ore., 1951. 








Liquefied Petroleum Gas Association, Inc., begins gas service school, Iowa State 
College, Ames, Iowa, 1951 








American Institute of Electrical Eagiecere will hold summer general meeting, To- 
ronto, Ontario, Canada, June 25-29, 1951. 








Canadian Electrical Asso. begins convention, St. Andrews, New Brunswick, 1951. 
| Canadian Gas Asso. begins convention, Lake ‘of Bays, Ontario, Canada, 1951. 








a Gas Association will hold anata Mackinac Island, Mich., June 25, ) 
26, 1951. 





American Water Works Association, New Jersey Section, will hold one-day summer 
meeting, Trenton, N. J., June 29, 1951. 
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Charles Edward Wilson 


Director of Defense Mobilization 





Public 
Utilities 


FORTNIGHTLY 


Vor. XLVII, No. 12 


June 7, 1951 


In War or Peace—Electric Service 
Record Remains World’s Finest 


An exclusive message from the chief executive of 

the nation’s electric power utility organization, 

pointing up the soundness of industry planning to 
meet current and future emergency needs. 


By L. V. SUTTON* 
PRESIDENT, EDISON ELECTRIC INSTITUTE 


HILE events of the last twelve 
months have _ considerably 
shifted the emphasis of the 
operations and plans of America’s 
electric companies, there has been no 
change whatever in their basic aims 
—the maintenance and improvement 
of the finest electric service record in 
the world, whether in peace or war. 
When the Korean war broke out, 


* Also president of Carolina Power & Light 
Company. 
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the electric companies were midway 
in their construction program, grown 
to $15 billion, which was begun at 
the close of the World War II pri- 
marily to build up electric systems to 
take care of an expanding peacetime 
economy. 

The electric companies accelerated 
their planning for new installations, 
and, this January, when President 
Truman in his budget message to 
Congress noted that electric power 
JUNE 7, 1951 
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capacity should be expanded “by well 
over 20,000,000 kilowatts during the 
next three years,” we were able to 
point out that installations amounting 
to 24,000,000 kilowatts were sched- 
uled for the three years in question. 
Of this amount, the electric companies 
expect to install some 18,250,000 
kilowatts. 

The swiftness and versatility with 
which the electric companies moved 
to cope with the change in conditions 
is most impressive and inspiring, and 
demonstrates anew the alertness and 
adaptability of the business-managed 
electric power industry. 

Because the electric companies have 
adjusted rapidly to the current emer- 
gency does not, however, mean that 
they are limiting the range of their 
planning. A measure of their sound 
approach to the more distant future 
was given at the Edison Electric In- 
stitute Sales Conference in April, 
when it was indicated that, in the 
light of prospective defense require- 
ments and civilian consumer needs, 
selling should continue in its rdle as 
an important force building American 
productive capacity and economic 
strength. 


HATEVER turn events may take, 

the electric companies are de- 
termined to be ready, whether the 
situation calls for increased defense 
effort in an all-out war or increased 
selling in a more relaxed, peaceful 
economy. In meeting challenges 
affecting electric service, the electric 
companies have never failed. 

There is one challenge, however, 
which we have not yet dealt with ade- 
quately and which is of vital concern. 
Ours is an industry with a magnificent 
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record. We ourselves know it, we are 
proud of it, and daily we strive to 
improve it. But, in this day of mass 
communication, of countless claims 
on the public eye and mind, we have, 
too much, allowed this record to speak 
for itself. 

The people cannot possibly achieve 
full understanding and recognition of 
what the electric companies have con- 
tributed to the nation’s unmatched 
living standard, its economic and mili- 
tary strength, unless we help them. 
This is not a time for false modesty. 
We owe it to our employees, our 
stockholders and our customers to 
give the true picture. Even more 
compelling, it is part of our struggle 
to preserve American principles of 
freedom that we inform the people 
of what one great industry has done 
and can do in the invigorating Ameri- 
can economic atmosphere. 

This is a solemn duty now, when 
our adversaries who advocate nation- 
alizing power schemes, present our 
story with half-truths and misstate- 
ments—when they take advantage of 
the inevitable confusion and readjust- 
ment going hand in hand with the na- 
tion’s mobilization effort to promote, 
in the guise of defense needs, valley 
authorities and other governmental 
devices designed to snare the nation 
in a socialistic power web from which 
there can be no escape. 


AN the institute’s nineteenth annual 
convention in Denver, June 4th- 
7th, the problem of nationalizing 
projects masquerading as defense 
necessities will be considered, as will 
other aspects of the mobilization pro- 
gram. Electric companies during the 
coming year will find the obtaining of 
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new money for expansion plans and 
the procurement of needed materials 
and equipment among their major 
concerns, and this year’s annual meet- 
ing is designed to present expert coun- 
sel in these and other areas. 


a the electric companies 
and the rest of the nation as well 
will be greatly preoccupied in the 
months ahead with materials and man 
power, we should all seek a renewed 


faith in our purposes, a spiritual re- 
dedication to the ideals we are pre- 
paring to defend. 

Principles of freedom and justice 
have taken on a new meaning—and 
the civilization which the United 
States has built on these principles 
can no longer be taken for granted. 
We must not let threats from any 
quarter destroy these foundation 
stones or the wonderful edifice erected 
upon them. 





EEI 1951 CONVENTION, DENVER, COLORADO 
Timetable of leading business and social events. 


Sunday, June 3rd 


2.00 to 5 p.m. Registration, Cosmopolitan and Shirley-Savoy lobbies 
(till 5 p.m.). 


Monday, June 4th 
i Cosmopolitan and Shirley-Savoy lobbies (till 
p.m.). 
Cocktail party by Rocky Mountain area companies, Silver 
Glade Room, Cosmopolitan Hotel. (To delegates and guests.) 


Tuesday, June 5th 
—" Cosmopolitan and Shirley-Savoy lobbies (till 
p.m.). 
First general session, Lincoln Room, Shirley-Savoy Hotel. 
Fashion show and luncheon for the ladies by the Crosley 
Corporation. 
Second general session, Lincoln Room, Shirley-Savoy Hotel. 


Buffet supper by institute, Silver Glade Room, Cosmopolitan 
Hotel, and Emerald Room, Brown Palace Hotel. 


Evening entertainment by General Electric Company, Lin- 
coln Room, Shirley-Savoy Hotel, followed by dancing, 
Emerald Room, Brown Palace Hotel. 


Wednesday, June 6th 
Registration, Shirley-Savoy lobby (till 5 p.m.). 
Third general session, Lincoln Room, Shirley-Savoy Hotel. 


Bus tours. Choice of three mountain trips (four hours) or 
Denver environs (two hours). 


Indian dances, Denver University Field House. 


Thursday, June 7th 


Registration, Shirley-Savoy lobby (till 12 noon). 
Fourth general session, Lincoln Room, Shirley-Savoy Hotel. 
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American Power Mobilizes— 
For Freedom! 


By reason of his own background in the electric manu- 

facturing industry, the head of our nation’s mobilization 

effort has a special knowledge and understanding of the prob- 

lems confronting the electric power industry in providing the 

sinews for America’s defense. Here is his reassuring personal 

message to the industry dealing with the progress being made 
in preparing the country for peace or war. 


By CHARLES E. WILSON* 


North Korean Communists swept 

across the 38th parallel in a bloody 
invasion of the Republic of Korea, to 
which the United States had pledged 
protection. No warning was given. 
No reason was advanced. No declara- 
tion of war was issued. It was an act 
of sheer international banditry. 

At once the United States set about 
to redeem its pledge to the Republic of 
Korea, while the United Nations 
joined the conflict, labeling the inva- 
sion as an act of aggression. The fight 
was on and its end is not yet. For, 
after United Nations forces had beat- 
en the North Koreans, hordes of 
Chinese Communists entered the war. 
The poor, battered little country of 
Korea became a proving ground in the 
world-wide struggle for supremacy 
between Communist Russia, on the 


I is now almost a year since the 


*For personal note, see “Pages with the 
Editors.” 
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one hand, and the freedom-loving na- 
tions on the other. 


HE lesson was obvious. What hap- 

pened in Korea could happen any- 
where. Five years of cold war ten- 
sion, highlighted by such events as the 
air lift which defeated Russia’s at- 
tempted blockade of Berlin, now took 
a new turn in the form of a shooting 
war. Where next would the Soviet 
aim of world domination manifest 
itself? No one could say. 

But the freedom-loving world was 
put on notice that the time for mas- 
sive action had come. A challenge that 
was written long ago by the pens of 
Karl Marx, Nicolai Lenin, and Joseph 
Stalin was now being made by the 
sword. The United States accepted 
the challenge, first, by matching fire 
with fire in Korea and, second, by or- 
ganizing a gigantic plan for defense 
mobilization. 
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+ December, following the inter- 
vention of Chinese Communists 
in the Korean war, the President of 
the United States proclaimed the ex- 
istence of a national emergency. At 
the same time, by executive order, he 
established the Office of Defense 
Mobilization. It is the task of ODM to 
build America’s might to the point 
where no aggressor, unless he be in- 
sane, would dare attack us. It is a job 
that requires the understanding and 
cooperation of all of our citizens. The 
stakes are high. The alternatives are 
no less than war or peace, slavery or 
freedom. 

Already, defense mobilization is 
well on its way. American energy is 
once again flexing its biceps. As you 
know, since last June we have doubled 
our armed forces; orders have been 
placed for more than $26 billion of 
military equipment and contracts are 
being signed at the rate of a billion a 
week. Goals have been set for the an- 
nual productive capacity of 50,000 
planes and 35,000 tanks, with all of 
the other materiel of war to match. 
Large quantities of armament have 
been shipped to our friends abroad, 
and more will follow. 

On March 27th, the Walker bulldog 
tank—the first production-built tank 
of this nature—rolled off the line at 
the Cleveland Cadillac plant three 
months ahead of schedule. Only last 
December that same plant was being 
used by the Department of Agricul- 
ture for the storage of surplus beans. 
The quick changeover is symbolic. By 
the end of the year, torrents of de- 
fense products will be coming off our 
assembly lines. 

We will be able by the end of 
this year not only to meet all the 
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needs of the war in Korea, to supply 
our growing armed forces and to 
maintain our stockpiles, but to meet 
any limited threat. The year 1952 will 
be one of continuing accumulation. By 
1953, we will be prepared for all-out 
war—though God forbid that it 
should come—or all-out peace. We 
will have not only stores of all types 
of arms and military equipment, but 
our production lines will be capable of 
vast expansion. 


o iw plan is to spend about $50 bil- 
lion a year for the next three years 
for defense mobilization, and to do so 
with the least possible interference 
with our civilian economy. It is a for- 
tunate country of which this can be 
said. Of course, there will be fewer 
automobiles, refrigerators, television 
sets, and other durable consumer 
goods, since they use up metals needed 
for planes, tanks, and guns. There 
will be fewer new houses for the same 
reason. Everyone will have to pay 
higher taxes. There will be disloca- 
tions in the economy as industries are 
converted and there will be some 
temporary unemployment, though on 
the whole we will need three or four 
million more workers, in addition to 
the 60,000,000 who now hold jobs. 
All over the country industry is 
being tooled up to meet the demands 
of defense mobilization. New plants 
are going up and old ones are being 
reactivated or readapted. Government 
is aiding new production by direct 
loans, loan guaranties, and by grant- 
ing certificates for accelerated tax 
amortization. New miracles of pro- 
duction are about to be worked, sur- 
passing even the amazing production 
feats of World War II. 
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We All Have Duties during an Emergency 


. at ie conquer inflation, industry should be content with fair profits, 

workers with fair wages, merchants with fair prices. All of us 

should understand the need for higher taxes. Citizens should not hoard 

or patronize black markets. They should save their excess earnings 

instead of squandering them on useless things. Are these things too 

much to ask at a time of national peril, at a time when the destiny of 
the world lies in the balance?” 





HE capacity of America for ex- 

pansion has confounded the false 
prophets who were telling us only a 
few years ago that our economy had 
reached maturity. And those other 
false prophets who said that eight or 
nine million unemployed would be 
walking the streets after the close of 
the war. Instead, with a slight dip or 
two, American progress went forward 
until, at the end of 1950, we were pro- 
ducing at the rate of $300 billion a 
year. By 1953, this figure should 
grow to $345 billion. 

I am often asked what is going to 
happen after defense mobilization is 
complete, provided no war occurs. I 
have no fears on that score. Many of 
the new facilities that we are building 
can be devoted to peacetime uses in 
such a way as to make our standard of 
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living higher than ever. In saying this, 
I am drawing from my own experi- 
ence in the electrical business before I 
became, as they say, an ODM bureau- 
crat. 

About the time the war ended, 
there was a great hue and cry in the 
electrical world as to why we had cre- 
ated so much generating capacity in 
the United States. The question was 
asked, What in the world were we 
going to do with it in peacetime? We 
didn’t have long to wait to find out 
the answer to that one. 

I got on my horse and traveled 
around the United States and, instead 
of finding unused equipment I began 
picking up millions upon millions of 
dollars’ worth of orders for generat- 
ing and distributing equipment. Now, 
I am told—I have to rely on hearsay 
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for this—that the industry is placing 
new, great blocks of orders for more 
of this equipment. 


Ww not? In an economy such as 
ours, there is no limit to which 
we cannot aspire. Indeed, when the 
history of this era is written, when the 
Korean war is over, and when Russia 
is back in the slot where it belongs, no 
doubt the historians will say that we 
didn’t have the pioneering spirit or we 
would have made even greater plans 
and we would have looked ever farther 
forward. It was in the latter part of 
the eighteenth century that the Indus- 
trial Revolution began; but I say, 
what with new inventions, new tech- 
niques, new materials, new producing 
methods, that we are now on the 
threshold of a greater Industrial Revo- 
lution. 

And right here, as I hit so optimis- 
tic a note, I must drench you with ice 
water. For all of our ambitious plans 
and objectives for defense mobiliza- 
tion will be jeopardized if we do not 
preserve a stable economy. We may 
well fear our external enemies, but we 
should have an equal fear for a subtle, 
insidious, dangerous internal enemy ; 
namely, inflation. Unless we grapple 
and defeat this enemy, it can bring our 
whole economy down to ruins. It can 
give Joe Stalin an easy victory. 

Just now we are experiencing a 
temporary softening of inflationary 
pressures. Prices have begun to level 
off, which is partly a reaction to inven- 
tories swollen after the Korean war 
began and partly because of the price 
and credit controls that have been set 
up. But let us not be lulled by this 
little breathing spell. By next fall, as 
defense expenditures mount, as fewer 
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goods appear in the nation’s stores, 
and as purchasing power increases, in- 
flation pressures will mount once 
more. 


HE government must not only 
perfect the wage, price, profits, 
credit, and monetary controls already 
in effect, but it must use added precau- 
tions to prevent inflation from engulf- 
ing us and leaving its curse in every 
home. That is why the President is 
asking Congress to extend the Defense 
Production Act, which expires June 
30th. This is the law under which 
ODM is able to govern supplies of 
scarce materials and to lay down price 
and wage standards. The President 
is asking not only for extension of the 
law, but is urging Congress to 
strengthen it in various respects. 
The President recommends authori- 
ty for the government to build and 
operate defense plants, where neces- 
sary to produce essential materials 
and equipment; permission to use 
differential subsidies to obtain essen- 
tial production from high-cost sources 
of supply without increasing price 
ceilings; provision for controls over 
credit on existing housing and for 
regulation of speculative trading on 
commodity exchanges; authority to 
set parity prices for each farm com- 
modity as of the beginning of the 
marketing season to be used for price- 
control purposes throughout the mar- 
keting season; stronger means to en- 
force price-control regulations; and 
authority for effective control over 
both residential and commercial rents. 
Right now there are controversies 
over various provisions of the Presi- 
dent’s message. This is the way de- 
mocracy works, The country is always 
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better off when policies are hammered 
out on the anvil of debate. But citizens 
should make a distinction between sin- 
cere differences of opinion, and those 
specious arguments by which one seg- 
ment or another, one group or another, 
seeks to evade its share of the sacri- 
fices that must be made to meet our 
national needs. 


HE trouble with the whole anti- 

inflation program is that every- 
body favors it—for the other fellow. 
Yet it must be applied to all of us to be 
effective, and I can assure you that 
every effort is being made to distribute 
the burden fairly and squarely, and to 
correct injustices whenever they ap- 
pear. I used the word “burden,” but it 
is really not the right word, for by 
imposing what seem to be burdens the 
government is actually trying to save 
us all from the utter disaster of run- 
away inflation. In that light, the so- 
called burden should be looked upon 
as an insurance policy. 

To conquer inflation, industry 
should be content with fair profits, 
workers with fair wages, merchants 
with fair prices. All of us should un- 
derstand the need for higher taxes. 


Citizens should not hoard or patronize 
black markets. They should save their 
excess earnings instead of squander- 
ing them on useless things. Are these 
things too much to ask at a time of na- 
tional peril, at a time when the destiny 
of the world lies in the balance? Isn’t 
this a cheap price to pay for the safe- 
guarding of our precious rights and 
liberties ? 

So now I have shown you both sides 
of the medal : On one side is America’s 
genius and capacity for production 
sufficient to protect the nation against 
any trial that may come; on the other 
is the need for a minimum amount of 
sacrifice to provide a stable economy, 
without which our plans would 
crumble to ashes. 

I have confidence in the American 
people’s ability to meet the great world 
crisis that lies before them. In the 
field of sports, there is a term called 
“tournament temperament.” It means 
the ability to hit a home run in the 
clutch, to drop a putt for a winning 
birdie, to rally in the last round to 
score a knockout. This quality our 
people possess in abundance. They 
showed it in World War II. Now is 
the time for them to show it again. 





¢ b Bye of taxpayers has no more to do with kind- 
ness than animal husbandry. It’s just good business to 


fatten up animals before you slaughter them and the taxpayer 
should be treated the same way. If you are going to tax him, keep 


him in a position to produce taxes... . [The tax spiral is] a 
form of erosion far more serious than the gullying of farm 
lands.... 

“We have already used appropriate methods of taxation to 
reduce the volume of profits very materially indeed. Simple 
arithmetic will show us that we cannot get stil higher taxation 
out of profits and use those same profits to reduce prices or 
finance the new capital goods that are essential to our higher 
productivity.” 

—Henry M. Wriston, 
President, Brown University. 
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Public Power’s Revolving Door 
To the U. S. Treasury 


An analysis of a serious problem of government 

policy which menaces the tax-paying electric utility 

industry. By the insertion of a phrase in an appro- 

priation bill, it has become possible for two govern- 

ment power agencies to use funds continuously which 

would otherwise go back into the Treasury of the 
United States. 


By FRANK M. WILKES* 
PRESIDENT, SOUTH WESTERN GAS & ELECTRIC COMPANY 


HOSE forces in government de- 
siring nationalization of the elec- 
tric power industry are prepared 
to carry forward their plans despite 
any adverse effects on the economic 
stability of our country in a time of 


national emergency. In the South- 
west, for example, two Federal agen- 
cies—the Department of the Interior 
and the Rural Electrification Admin- 
istration—are promoting the needless 
expenditure of millions of tax dollars 
and millions of pounds of scarce, gov- 
ernment-rationed materials for con- 
structing an unnecessary public power 
transmission grid duplicating, almost 
entirely, power facilities of the pri- 
vate companies in that area. It is un- 


*For additional personal note, see “Pages 
with the Editors.” 
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fortunate that this situation has arisen 
at a time when our nation is engaged 
in armed conflict in a foreign land, 
when the conservation of our physical 
resources becomes doubly important. 
The public-private power contro- 
versy in the Southwest has been 
raging since the early forties. The 
Congress of the United States in 1949, 
in a sincere effort to make a fair set- 
tlement of this controversy, instructed 
the private electric companies and the 
Southwestern Power Administration, 
the Interior Department’s power- 
marketing agency in this area, to work 
together and attempt to negotiate con- 
tracts through which existing facili- 
ties could be used for the marketing of 
Federal hydro power from the govern- 
ment’s multiple-purpose dam projects. 
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‘T= twelve companies operating in 
the area requested a meeting with 
Douglas Wright, Administrator of the 
Southwestern Power Administration, 
to talk contracts immediately upon en- 
actment of the Interior Department 
Appropriation Act for 1950. The 
Southwestern Power Administration 
decided not to negotiate contracts 
with the companies as a group and 
chose to negotiate first with the two 
companies operating in the state of 
Oklahoma. After several months, a 
suitable contract arrangement was 
agreed to by both parties and was sub- 
sequently approved by the Department 
of Interior in Washington. Subse- 
quent to the Oklahoma contracts, 
the Southwestern Power Administra- 
tion has signed an agreement with 
Southwestern Gas & Electric Com- 
pany for the marketing of its hydro 
power at the Narrows dam in Arkan- 
sas. Both the Oklahoma contracts and 
the Narrows dam contract are pat- 
terned on a contract signed by the 
Southwestern Power Administration 
and the Texas Power & Light Com- 
pany, which has been in effect since 
April, 1947. 

Although the contracts differ some- 
what in their wording, all three accom- 
plish the same objectives: (1) a con- 
venient and workable solution for the 
sale of power and energy from multi- 
purpose dams in the area; (2) prefer- 
ence of the quantity of power and en- 
ergy produced at such dams to public 
bodies and codperatives; (3) sale of 
power and energy to public bodies and 
codperatives at the lowest possible 
rates consistent with sound business 
principles. 

These achievements have been 
reached without the expenditure of a 
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single dollar of the taxpayers’ money 
for the construction of transmission 
lines or steam-generating plants, in 
order to serve these preferred cus- 
tomers in compliance with § 5 of the 
Flood Control Act of 1944. 


Ly pibnnineer aren what has been 
accomplished between the elec- 
tric companies and SWPA, it now ap- 
pears that this method of serving pre- 
ferred customers has been abandoned 
in favor of an arrangement under the 
terms of which REA finances and 
builds, through the medium of super 
codperatives, vast transmission net- 
works and steam plants, which, upon 
completion, are turned over to the 
Southwestern Power Administration 
through a power contract, under 
which SWPA purchases and sched- 
ules the entire output of the steam 
plant and eventually acquires the 
transmission network. 

This, obviously, is diametrically op- 
posed to the principle of SWPA- 
Texas Power & Light Company type 
of contracts, since it requires the ex- 
penditure of vast Federal sums and 
the useless employment of vast quan- 
tities of scarce, government-rationed 
materials, 

The Texas type of contract is a 
valuable contribution to government- 
business codperation. It has been 
espoused by Congress because it re- 
duces to the minimum the necessity of 
government construction; it realizes 
the electric industry’s inherent respon- 
sibility of providing at all times the 
facilities for continuous and adequate 
service wherever required ; and it pro- 
motes a new type of codperation be- 
tween government and private enter- 
prise. 
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As opposed to this logical solution 
of the public-private power contro- 
versy, these Interior-REA deals were 
made possible through the perver- 
sion of two public laws — the Rural 
Electrification Act of 1936 and the 
Flood Control Act of 1944 — both 
of which were enacted by the Congress 
to serve worthy purposes. A simple 
device—the “continuing fund”—put 
into law in the Interior Department 
Appropriation Act of 1950, for the 
purpose of enabling the Federal gov- 
ernment to enter into contracts with 
the private electric companies, was 
misused to finance their arrangements. 
This continuing fund provided the 
Southwestern Power Administration 
with a method by which it could by- 
pass the intent of the law under which 
it operates and build a duplicating pub- 
lic power system in the Southwest 
without returning annually to Con- 
gress for authorization or appropria- 
tion. To fully appreciate what is 
being done by REA and SWPA it is 
necessary to examine some of the his- 
torical background of the two legisla- 
tive acts as well as the continuing 
fund. 


- 1936 Congress enacted the Rural 
Electrification Act, setting up REA 
to make loans to persons, states (or 
their subdivisions ), codperatives, non- 
profit organizations, and private com- 


panies, for the purpose of “providing 
electric energy to persons in rural 
areas not receiving central station serv- 
ice.” The act called for lump-sum ap- 
propriations by Congress to be loaned 
at the discretion of the REA Admin- 
istrator. The act was careful to ex- 
clude any Federal agency as possible 
recipient of such loans. 

In the summer of 1944, Congress 
began consideration of an omnibus 
flocd-control bill authorizing the con- 
struction of a number of flood-control 
projects throughout the country, with 
incidental power production. The 
Senate committee considering the bill 
was warned that the power-marketing 
provisions of this bill might be twist- 
ed to set up operations not intended 
by Congress. The committee wrote 
into its report that it desired a method 
of disposing of the incidental power 
and energy at multipurpose projects 
which “would prevent the creation of 
a public power trust which would be 
unduly competitive with private in- 
dustry.” The bill became law and, 
known popularly as the Flood Control 
Act of 1944, contains the protective 
clauses desired by the committee. Sec- 
tion 5 authorizes the Department of 
Interior to market hydroelectric pow- 
er generated at flood-control projects 
constructed and operated by the 
Corps of Army Engineers. It pro- 
vides for: 


e 


ment of the Interior and the Rural Electrification Adminis- 


q “In the Southwest ... two Federal agencies—the Depart- 


tration—are promoting the needless expenditure of millions 
of tax dollars and millions of pounds of scarce, govern- 
ment-rationed materials for constructing an unnecessary 
public power transmission grid duplicating, almost entirely, 
power facilities of the private companies in that area.” 
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1. Delivery of power and energy, 
not used at the project, by the War De- 
partment to the Department of the 
Interior for disposal. 

2. Transmission and disposal of the 
power and energy by the Department 
of the Interior so as to obtain most 
widespread use thereof consistent 
with sound business principles. 

3. Preference as to quantity of pow- 
er and energy available from multiple- 
purpose dams to be given to public 
bodies and codperatives. 

4. Rates to be charged for power 
and energy from multiple-purpose 
projects to be made high enough to 
cover all operating expenses, amorti- 
zation, and interest on the capital in- 
vestment in the power portion of such 
projects. 

5. Turning over to the U. S. Treas- 
ury (as trust funds) all proceeds from 
the sale of power and energy at the 
prices so fixed. 

6. Building or acquiring transmis- 
sion lines by the Secretary of Interior 
only to the extent necessary “to make 
the power and energy generated at 
said projects available in wholesale 
quantities for sale on fair and reason- 
able terms and conditions to facilities 
owned by the Federal government, 
public bodies, codperatives, and pri- 
vately owned companies.” (58 Stat 
890.) 


iy short, Interior was required to 
come back to Congress each year 
to obtain funds for operations and 
construction. It was permitted to con- 
struct or acquire by lease or other 
agreements from funds to be provid- 
ed annually by the Congress only such 
transmission lines and related facili- 
ties as were necessary to deliver pow- 
er and energy from the projects in 
wholesale quantities to facilities 
owned by the Federal government, 
public bodies, codperatives, and pri- 
vately owned companies. This meant 
that before Interior could build even 
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a mile of transmission line, Congress 
would have to be assured that the line 
was necessary. In addition, the legis- 
lative history of the act made clear the 
fact that Interior could not use its 
power revenues to construct or acquire 
transmission lines under this section. 

SWPA appeared before Congress 
in 1946 with a so-called comprehen- 
sive plan for development of this 
southwestern area. This comprehen- 
sive plan called for construction of 
some 15,000 miles of transmission 
lines, duplicating almost completely 
the transmission systems of the twelve 
major electric utility companies op- 
erating in the area. It also included 
funds for construction of about 750,- 
000 kilowatts of steam generation. 
Congress refused to approve this pro- 
gram, making available only enough 
funds to interconnect the existing 
Federal dams in the area. SWPA was 
also informed that it had no legal 
right to construct and operate steam 
plants under existing law. 

As a matter of fact, no constitu- 
tional authority yet exists permitting 
the agencies of the Federal govern- 
ment to buy electricity from any 
source, public or private, for resale in 
competition with its citizens. Nor is 
there any authority for the produc- 
tion, by Federal bodies, of steam 
power for sale in such competition 
any more than for the production of 
clothing, shoes, or food for similar 
purposes. 

These considerations, however, do 
not seem to deter REA and SWPA. 
They proceeded to create a simple de- 
vice whereby two Federal agencies 
can join together and perform a func- 
tion that neither could legally perform 
by itself. This device is the SWPA 
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Ten Reasons Why REA Should Not Finance SWPA 
Super Co-ops 


1. The purpose of these loans by REA to the super co-op is not to serve persons in 
og areas, not receiving central station service, as is the intent of the REA Act of 
1936. 

2. The REA is really lending funds to another agency of the government—namely, 
the SWPA—without authority of law, since the REA Act does not specify other 
government agencies as eligible borrowers. 

3. Such loans provide SWPA with fuel-burning electric generating plants and 
transmission lines and related facilities for whatever purpose it may desire to use 
them, without congressional control. 

4. The SWPA would obtain steam plant facilities and transmission lines to develop 
a system which Congress has denied it in past years. 

5. Contracts between REA and SWPA enable the SWPA to engage in the general 
commercial business of making, carrying, and selling fuel-generated electricity with- 
out the authority of law or the intent of Congress which plainly favored contracts 
with private companies as the most economical way to distribute SWPA hydro power. 

6. REA funds would be used for the purpose of developing direct competition with 
electric companies in the area. 

7. REA funds, which would be poured into super co-ops in areas where rural people 
have adequate service, could be put to better use in unserved areas. 

8. The facilities planned by the super co-ops to be turned over to the SWPA would 
almost completely blanket the area of operation of electric companies, forcing them 
into a struggle for existence against an essentially tax-free competitor. 

9, By this arrangement a large segment of the REA program comes under the 
control of another Federal agency; namely, the SWPA, bureau of Interior Depart- 
ment. 

10. These contracts permit the SWPA to extend its power system beyond its own 
defined borders without authority of law. 





at that time. The fund was not used 


“continuing fund,” through which it 
between 1943 and 1949. In 1949 it 


buys the power and leases the trans- 


mission facilities built with REA 
money. 


Are FUND” of $100,000 
was set up for SWPA in De- 
cember, 1943, to care for emergencies 
and to provide for continuous opera- 
tion of the three hydro dams under the 
agency’s jurisdiction in the Southwest 
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was increased from $100,000 to $300,- 
000 and its scope was expanded to in- 
clude the “lease of transmission lines 
and purchase of electrical energy.” 
This was done, according to the Sen- 
ate sponsor of the amendment, for the 
sole purpose of enabling SWPA to 
negotiate power-marketing contracts 
with the private companies. 
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Now, this continuing fund is a 
peculiar animal. It is replenished 
from power revenues of the SWPA’s 
hydro projects. Therefore, so long as 
there is any money in the United 
States Treasury collected from the 
sale of SWPA power and energy, the 
Administrator can write checks and 
withdraw these funds. This makes a 
continuing fund of $10 just as effec- 
tive as one for $300,000. In addition, 
there is absolutely no congressional 
supervision of expenditures made 
from this fund. By this method pro- 
ceeds from the sale of power deposit- 
ed in the United States Treasury to 
liquidate the government’s investment 
in flood-control and power facilities 
can be diverted to service the con- 
struction of unnecessary facilities that 
the agency was expressly prohibited 
from building out of direct appropria- 
tions from Congress. 

SWPA Administrator Douglas 
Wright appearing before a Senate 
committee in 1950 was asked “how 
much money he could spend annually 
from this continuing fund.” His re- 
ply was that the top limit was the 
amount of money which he collected 
from the sale of power during that 
year, and that if checks could be writ- 
ten and cleared through the Treasury 
fast enough, he could spend $100,- 
000,000 a year, or more, out of this 
$300,000 continuing fund without 
ever coming back to the Congress for 
further appropriations. 


TTEMPTS were made in the House 

of Representatives this year to 

limit the use of the SWPA continu- 

ing fund, but because of its nature as 

a permanent appropriation, all at- 
tempts were unsuccessful. 
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Although major objections against 
these SWPA-REA contracts have 
been the waste of tax money, critical 
material, and the by-passing of con- 
gressional jurisdiction over SWPA 
operations, there are many other rea- 
sons for opposition. Ten of these are 
noted in the accompanying list, page 
741. 


bee continuing fund which was 
passed by the Congress for the sole 
and only purpose of fostering SWPA- 
company type of contracts has become 
the means by which approximately 
$70,000,000 worth of Federal power 
systems are being promoted in the 
Southwest, and payments to the ex- 
tent of $8,500,000 a year are already 
obligated out of the continuing fund. 

Last year, when SWPA consum- 
mated its previously mentioned con- 
tract with the Oklahoma companies, 
$6,000,000 was rescinded by the Con- 
gress and returned to the Treasury of 
the United States. This money, un- 
fortunately, was not saved for the 
taxpayer. For the Rural Electrifica- 
tion Administration immediately 
loaned twice the savings resulting 
from the private company contract— 
$12,000,000 of tax money to be exact 
—to construct an REA-financed com- 
petitive Federal power system to be 
leased to and eventually owned by 
SWPA in the state of Oklahoma. A 
close look at the record will reveal 
how quickly tax money can be de- 
pleted by the Federal government, 
without congressional approval, 
through use of the continuing fund. 
Congress, to date, has directly appro- 
priated and authorized approximately 
$28,000,000 to SWPA for the con- 
struction of power transmission facili- 
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ties. SWPA, within the last two 
years, through the use of the continu- 
ing fund, has promoted or caused to 
be constructed approximately $70,- 
000,000 worth of additional dupli- 
cating and unnecessary facilities. 
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6 Row private companies acting 
under the direction of the Con- 
gress are working out power-market- 
ing contracts which will fulfill all the 
clear intent of the Flood Control Act 
of 1944 without unnecessarily utiliz- 
ing one pound of scarce, government- 
rationed materials and without bur- 
dening the taxpayers of America with 
a single dime of the cost of marketing 
the hydro power produced at the gov- 
ernment-operated, multiple - purpose 
dams in the southwest area. 
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er advocates hope to expand their 
scope is slowly taking form. Interior 
is now asking for a continuing fund 
for the Southeast, which involves 
states south of the Mason-Dixon Line 
and east of the Mississippi river, and 
it is expected that similar funds will 
be requested for use in the Missouri 
valley, in New England, and in other 
areas of the country in the near future. 
Unless Congress denies Federal agen- 
cies the use of unlimited continuing 
funds for promoting Federal power 
projects, the complete nationalization 
of the electric industry in this country 
will be consummated, and perform- 
ance of one of our most vital economic 
functions, one that in the past has 
been handled by private funds and by 
private institutions, will be entirely 
dependent upon the Federal govern- 





A new pattern—the use of con- 
tinting funds—by which public pow- ment. 











<4 A TYPICAL example of business-as-usual politics is the 

report of the President’s Water Resources Policy 
Commission. The commission spent months traveling around 
the country ostensibly to help formulate a national water policy 
in harmony with the desires of the taxpayers. Special emphasts 
was laid on hydroelectric power. From the testimony of count- 
less groups it was clear that above all things the people desired 
local control over this vital resource. In callous disregard of 
this desire, however, the committee recommended a system of 
federally controlled river basin authorities similar to TVA, 
under direction of chairmen appointed by the President. Com- 
menting on this action, the American Watershed Council de- 
clared: ‘The safeguards to local control we had hoped to see in 
the report are conspicuously absent.’ The commission report was 
but an echo of the peacetime socialization program under which 
Federal appointees are needlessly spending billions of tax dollars 
to take over the business of investor-owned electric companies 
which are currently paying a large percentage of their revenues 
in taxes to support the war effort, and the tax-exempt Federal 
power plants which would destroy them. 

“Clearly, unless the officeholders who so glibly demand re- 
straints on private citizens are themselves restrained we will 
end with the loss of the very liberties which we are arming 
ourselves to preserve.” 

—Excerpt from the Industrial News Review. 
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An Industrialist Looks at the 


Public Utility Industry 


A businessman reviews the record of the public utility 
industry. Disadvantages of the industry in inflation- 
ary periods. 


By HARRY A. BULLIS* 
CHAIRMAN OF THE BOARD, GENERAL MILLS, INC. 


NY businessman who reviews the 
history of the public utility in- 


dustry in the war years, and in 
the years since 1945, will be amazed 
at its marvelous record in war and 
peace. 

Most of us know that public utility 
industries are especially vulnerable in 
a period of rising prices, because their 
rates, and hence their total revenues, 
are subject to review by government 
authorities. Costs may increase rapid- 
ly, but rate increases are difficult to 
get. Therefore, in an inflationary 
period, the utility industries are 
usually at a disadvantage. It will re- 
quire constantly rising output and 
wise regulating authorities to keep 
them prosperous and to avert disaster. 

The last five years have been marked 
by extraordinary inflation. Although 
there has been little or no increase in 


*For additional personal note, see “Pages 
with the Editors.” 
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rates for electric and gas utility com- 
panies, they have as a whole made a 
remarkably good earnings record and 
have shown a high dividend-paying 
ability. They have been more success- 
ful in increasing productivity than 
have many industries whose prices 
have been free to rise, but this has been 
because of the rapid increase in de- 
mand rather than the compulsion of 
controls. 

Rising incomes in the United States 
have resulted in increased purchases of 
household electrical equipment and ap- 
pliances. This has meant increased 
consumption of electricity. Sales of 
electricity have gone up steadily over 
the past several years, but most trans- 
mission and distribution systems had 
some spare capacity, so it has not been 
necessary to enlarge these systems 
proportionately as the load increased. 
In the last few years most electrical 
companies have added considerably to 
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their generating capacity, and I un- 
derstand that the time is almost here 
when they will have to add to their 
transmission and distribution systems 
also. Thus they are faced with the 
need for major expenditures. 


Mc: of the newer generating 
plants are very efficient; they 
produce more electrical energy per 
pound of coal than the older plants. 
Hence there is a double gain in effi- 
ciency; electricity is produced more 
efficiently and it is distributed more 
efficiently than it was a decade ago. 

Some years ago most manu- 
facturers had their own power plants ; 
they could generate power more 
cheaply than they could purchase it 
from the utility company. Today 
most manufacturers purchase their 
power ; if they have a power plant it is 
used for stand-by purposes only. 

Our utilities are so dependable that 
we take them for granted. Electricity 
has become so cheap that we use all 
we want around the house. As a re- 
sult, the common stocks of electric 
utility companies are attractive invest- 
ments for those who wish to invest 
part of their capital in equity securi- 
ties. 

Besides increasing its productivity 
and maintaining a good earnings 
record, the utility industry has con- 
tributed to the country’s economic 
stability, and to the high level of ac- 
tivity in the construction industry. 

According to the “Survey of Cur- 
rent Business” of the Department of 
Commerce, total construction of all 
kinds in the United States in 1950 was 
valued at $27.7 billion. Residential 
construction, at $12.5 billion, was the 
largest single component. Nonresiden- 
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tial building came next, with a total of 
$3.8 billion; this included industrial, 
warehouse, office and loft buildings, 
stores, restaurants, and garages. The 
electric and gas industry alone ac- 
counted for construction totaling an- 
other $3.2 billion. 

Plant and equipment expenditures 
in the electric and gas utility industries 
during the last three years have 
averaged $3 billion a year. This high 
level of construction activity in the 
utility industries has helped to main- 
tain high employment as well as to im- 
prove the country’s general produc- 
tivity. 


i the months ahead industry must 
expand its output to meet the de- 
mands of rearmament and also to sup- 
ply the needs of our civilian economy. 
This is a huge order, and while our 
productive machine, including our 
utilities, is being geared up for ex- 
panded output, there will be shortages 
and dislocations. The public enemy, 
inflation, is a constant threat. 

In the present defense production 
emergency the outlook is clouded. It is 
to the interest of the public utility in- 
dustry and of the economy as a whole 
that we have the general controls 
furnished by increased taxation, re- 
straint of the rate of credit expansion, 
and reasonable restriction of advances 
in wages and prices. Yet, so far, none 
of these desirable general controls 
have been made effective. Instead we 
have an experiment in direct price con- 
trols. This experiment is being tried 
under conditions which, at the time of 
this writing, seem to give it little 
chance of success. 

Economic Stabilizer Eric Johnston 
has tried to deny to railroad workers 
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44 cents of a 6 cents-an-hour wage in- 
crease. He has had to try to do by 
direct controls what should be done in- 
directly by taxation. Taxation, spread 
fairly, is a more equitable way to re- 
duce excess purchasing power than is 
inflation, for inflation lets the heaviest 
relative burden fall on those least able 
to bear it—the lower income groups. 

The country’s economic stability is 
threatened by 


1. The failure of Congress to in- 
crease taxes. 

2. The failure of the central bank- 
ing authorities to restrict credit. 


3. The failure of the Treasury to 


promote a savings campaign of 
real stature. 

. The failure to control prices and 
wages. 


| Pope citizen in the country should 


acquire some knowledge of how 
our economy operates and how it is 
affected by government action. Indi- 


viduals and organizations should sup- 
port Congress in a sound program of 
increased taxation. They should sup- 
port the Federal Reserve Board in its 
efforts to restrain credit. They should 
support the Economic Stabilization 
Agency in preventing undue wage in- 
creases at a time when part of our pro- 
duction must be reserved for defense 
needs. 

We must remember that the less we 
control inflation, the more centrally 
planned controls we are going to have. 
The more central planning we have, 
the longer it will last. The longer it 
lasts, the more difficult it will be to 
eliminate central planning and to re- 
gain our freedom. 

The public utility industry is as 
vitally interested in these problems as 
is any other group. The more controls 
we have and the longer they last, the 
more arduous it will be for public utili- 
ties to continue their record-breaking 
efficiency and productivity. 





The Failure of Instruction 


<4 a heritage of our freedom cannot be taken for granted 
to be passed on from generation to generation. It is a 


living thing and subject at all times to the whims and attacks 
of the irresponsible, organized minority who have no construc- 
tive convictions of their own, but who ply their destructive 
campaign upon those who will give audience. Unfortunately 
their haranguing has not fallen upon deaf ears. 

“In the meantime, business and professional men have been 
too busy to take time to instruct each oncoming generation 
about the degree of our achievements or the superiority of 
our productive system. Nobody has undertaken the duty. No 
generation has failed so completely to teach its traditions to 
its children. The result is that we are raising a generation which 
does not understand—or value—our productive system of pri- 
vate enterprise.” 

—J. KayLe Ewart, 
Vice president, National Bank of Washington, Tacoma. 





JUNE 7, 1951 746 





Planning a Modern Uulity 
Merger 


An account of the consolidation of one of the country’s 
most highly integrated utility systems and its effect 
upon the public interest. 


By EARLE J. MACHOLD 
PRESIDENT, NIAGARA MOHAWK POWER CORPORATION 


IAGARA MoHAWK Power Cor- 
N PORATION came into being in 
January, 1950. It is the elec- 
tric and gas utility company serving 
over 1,215,000 customers in the area 
which extends across the heart of up- 
state New York from Buffalo and the 
Niagara frontier on the west to Al- 
bany and the Hudson river on the east. 
While Niagara Mohawk’s creation re- 
sulted from the consolidation of but 
three operating companies, that con- 
solidation and the dissolution of 
Niagara Hudson Power Corporation 
in December, 1950, which the con- 
solidation made feasible, climaxed a 
long series of procedures whereby a 
utility system comprising originally 
some seven holding companies and 
fifty-two subsidiaries evolved into a 
single electric and gas operating util- 
ity. 
Moreover, the consolidation was the 
final step in insuring that there would 
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be retained intact one of the country’s 
most highly integrated utility systems 
and in bringing about economies of 
simplification not fully realizable so 
long as corporate distinctions and bar- 
riers existed. Now, after completion 
of the first year of Niagara Mohawk’s 
existence, it is of interest to sum- 
marize here, briefly, first the pro- 
cedures culminating in this result and 
the effect upon the public interest. 


w= the system parent, Niagara 
Hudson Power Corporation, was 
formed in 1929, the system area as 
presently defined was served by some 
three score entities differing greatly 
in their resources, size, and functions, 
as well as in diversification of their 
ownerships and manner of operation. 
They varied from regional holding 
companies to small corporations hold- 
ing only local undeveloped hydroelec- 
tric sites, and from operating com- 
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panies serving the larger communities 
to those whose franchise areas were 
confined to single villages. 

Notwithstanding their number and 
diversification, the geographic and 
economic attributes of the upstate New 
York communities in which they 
rendered service gave all of these en- 
terprises much in common. Develop- 
ment of the great hydroelectric re- 
sources of the area had progressed 
steadily, and all along the “Great Cor- 
ridor” of water, rail, and highway 
transportation between the Niagara 
frontier and the Hudson river, there 
had long since sprung up numerous 
concentrations of industries. While 
there were some interconnections be- 
tween the utility companies, they were 
of limited capacity. 


I’ these circumstances Niagara Hud- 
son’s organization and the adop- 
tion of its two long-range objectives 
—integration and_ simplification— 
were logical developments. The first 
of these objectives was rapidly 
achieved. From an engineering point 
of view, the physical operations of the 
system were comparable to those of a 
single company some twenty years be- 
fore that degree of corporate simplifi- 
cation could be achieved. Shortly 
after Niagara Hudson’s formation, 
coordination and integration of power 
production and transmission facilities 
were accomplished ; gaps were closed 
and procedures standardized. Soon, 
all of the generating plants, transmis- 
sion lines, and substations were op- 
erated as a single, integrated system to 
produce and transmit the energy re- 
quired by all the customers served in 
the system area at a minimum over-all 
cost. Both engineering and construc- 


tion commenced to be undertaken and 
planned from the point of view of the 
needs of the system and not of any 
one of the many entities comprising it. 
To obtain the lowest-cost power, suc- 
cessful operation of the electric facili- 
ties had to be based upon a balancing 
of the system load each hour with the 
generating capacity from the most 
efficient sources available in the sys- 
tem at that time. 

In this connection, it is of interest 
to note the variety of available power 
sources which has existed in the sys- 
tem. There are (1) base hydro plants 
with a constant water supply such as 
Niagara Falls; (2) stream flow hydro 
plants with no storage; (3) hydro 
plants with limited pondage; (4) 
hydro plants with large reservoirs ac- 
cumulating water during the spring 
fiood season which may be used in the 
late dry summer and winter months; 
(5) steam plants with the newer and 
larger highly efficient units ; (6) steam 
plants with the older and less efficient 
units used presently to supply peak 
capacity and system reserve; and (7) 
interconnections with other systems. 
An engineering committee composed 
of representatives of the several com- 
panies was set up to get the maximum 
use of these power sources and to 
handle the distribution of the load. 


Howe. existing corporate bar- 
riers precluded realization of the 
maximum benefits inherent in physical 
integration. The intercompany flow 
of power was necessarily controlled by 
contracts and agreements entered into 
among the companies which were sub- 
ject to the constant scrutiny of regu- 
latory authorities. These matters and 
the countless intercompany trans- 
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actions involved required constant 
conferences, agreements, pooling 
arrangements, and complex account- 
ing and other fiscal procedures. The 
inherent complications absorbed much 
time of system officers and staff, and 
cost money. In addition, there were 
the labor and expense involved in filing 
with regulatory authorities, tax 
bureaus, and many other public agen- 
cies as many reports as there were 
companies. Thus, while very substan- 
tial progress was made in the correla- 
tion, integration, and utilization of 
system properties, a practical limit 
upon most efficient operation was set 
by the multitude of corporate entities 
in the system. Only upon realization 
of the system’s second long-range ob- 
jective of corporate simplification 
could maximum efficiency and econ- 
omy be hoped for. 

Progress in this direction required 
most careful planning since each step 
taken had to meet at least these four 
requirements: (1) It had to be in the 
public interest ; (2) it had to meet the 
specific and sometimes varying re- 
quirements of the state and Federal 
commissions having jurisdiction; (3) 
it had to preserve and enhance the in- 
terests of system security holders ; and 
(4) it had to retain fully the existing 
coordinated and integrated operations. 


i fn some six years after 
Niagara Hudson’s formation, a 


series of simplifying steps had suc- 
ceeded in eliminating some 20 cor- 
porate entities, and, by 1937, 33 in all 
had disappeared. By that time the 
principal operations of the system had 
become vested in three companies 
which had evolved along natural geo- 
graphical lines. In the eastern section 
of upstate New York, centering at Al- 
bany, the system’s operations were 
conducted by New York Power & 
Light Corporation. In 1937, in the 
central area, centering at Syracuse, 12 
companies had been consolidated into 
Central New York Power Corpora- 
tion. In the west, while the principal 
operations were conducted by Buffalo 
Niagara Electric Corporation, serving 
the city of Buffalo and vicinity, cor- 
porate simplification had not pro- 
gressed nearly so far as in the other 
two divisions, since there still existed 
an intermediate holding company, 
Buffalo Niagara & Eastern Power 
Corporation, over Buffalo Niagara 
Electric Corporation, as well as over 
the other operating subsidiaries in the 
western area. 

Accordingly, while Niagara Hud- 
son’s ownership in and control of the 
eastern and central operations were 
vested in its direct holdings of all of 
the outstanding common stock of 
those two operating companies, its 
ownership and control of operations in 
the western part of the state were in- 
direct, being vested in its holdings of 
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tion, a series of simplifying steps had succeeded in elimi- 


q “WITHIN some six years after Niagara Hudson’s forma- 


nating some 20 corporate entities, and, by 1937, 33 in all 
had disappeared. By that time the principal operations of 
the system had become vested in three companies which 
had evolved along natural geographical lines.” 
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the common stock of the intermediate 
holding company which also had out- 
standing in the hands of the public 
two series of preferred stock. 

Elimination of this situation was a 
primary objective of proceedings in- 
stituted by the Securities and Ex- 
change Commission in 1942. In that 
year, the system then comprising 26 
corporate entities, the SEC instituted 
proceedings under the provisions of 
§ 11(b)(2) of the Public Utility 
Holding Company Act of 1935. In 
1944, these proceedings culminated in 
an order issued by the commission 
requiring the recapitalization of 
Buffalo Niagara & Eastern Power 
Corporation so as to substitute a single 
class of new common stock for its 
existing second preferred stock and 
common stock. At the same time the 
commission indicated that an appro- 
priate plan of merger or consolidation, 
whereby the corporate existence of the 
intermediate holding company would 
be terminated, would also meet the 
standards and objectives of § 11(b)- 
(2) of the act. 


P 1944 a plan for consolidation of 
all of the system companies into a 
single company had been rejected by 
the public service commission of the 
state of New York. However, in the 
two years following the issuance of 
the SEC’s § 11(b) (2) order, Niagara 
Hudson and other system companies 
proceeded with a number of simplify- 
ing steps and refinancing proposals, 
the total effect of which was to elimi- 
nate 14 corporate entities from the sys- 
tem and to simplify the security struc- 
tures of Niagara Hudson’s remaining 
subsidiaries. As a result of this pro- 
gram, annual fixed charges and pre- 
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ferred dividend requirements were 
some $10,000,000 less in 1946 than 
they had been in 1941. 

The most important of these steps 
succeeded, in 1945, in bringing about 
substantially the same degree of 
simplification in the west as obtained 
in the eastern and central operating 
areas, by accomplishing the consolida- 
tion of the system’s western properties 
into a new consolidated operating com- 
pany, Buffalo Niagara Electric Cor- 
poration, and the termination of the 
corporate existence of the intermedi- 
ate holding company. As an integral 
part of this plan the most vital step, 
as it later developed, looking toward 
the retention and expansion of the ad- 
vantages and benefits of the existing 
integrated system, was taken. 


HE commission had found that 
the common stock of the inter- 
mediate holding company represented 
control “through disproportionately 
small investment” in contravention of 
the act. Accordingly, any recapitali- 
zation such as had been directed would 
have seriously threatened the continu- 
ance and further development of the 
coordinated and integrated operations 
of the system. Thus, if the existing 
integrated operations were not to be 
impaired or destroyed, the rights and 
claims of the public holders of the 
second preferred stock of the inter- 
mediate holding company would have 
to be satisfied in cash, a no mean un- 
dertaking since it would require $63,- 
000,000 to redeem the issue. 
However, with $23,000,000 ob- 
tained from treasury cash and the pro- 
ceeds of the sale of portfolio invest- 
ments, Niagara Hudson borrowed 
$40,000,000 from banks and made a 
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Scope of the Niagara Operations 


see! :,* pre MoHAWK PowER CoRPORATION came into being in 
January, 1950. It is the electric and gas utility company serv- 
ing over 1,215,000 customers in the area which extends across the heart 
of upstate New York from Buffalo and the Niagara frontier on the west 
to Albany and the Hudson river on the east. While Niagara Mohawk’s 
creation resulted from the consolidation of but three operating com- 
panies, that consolidation . . . climaxed a long series of procedures 
whereby a utility system comprising originally some seven holding com- 
panies and fifty-two subsidiaries evolved into a single electric and gas 
operating utility.” 











cash contribution in the amount of 
$63,000,000 to the intermediate hold- 
ing company. The latter thereupon re- 
tired the second preferred stock and 
merged with the Buffalo Niagara 
Electric Corporation, the principal 
operating utility. 

While the SEC approved the bank 
borrowing as justified under the cir- 
cumstances, the creation of that 
amount of debt at the Niagara Hud- 
son level was held by it to constitute a 
new system complexity. Accordingly, 
the conditions of its approval required 
Niagara Hudson to dispose of its in- 
terest in Buffalo Niagara Electric 
Corporation within one year and to 
apply the proceeds of sale to the re- 
tirement of the bank debt. At this 
point then, we had succeeded only in 


JUNE 7, 1951 


postponing temporarily the threat to 
full retention of the integrated opera- 
tions which had been developed. 


— — management of Niagara Hud- 
son firmly believed that further 
simplification and the required dis- 
position of the common stock of 
Buffalo Niagara Electric Corporation 
could be most advantageously achieved 
by first consolidating its three operat- 
ing subsidiaries and then disposing of 
the common stock of the consolidated 
company, using some of it to retire the 
bank debt and the preferred stocks of 
Niagara Hudson. Moreover, the ac- 
complishment of these steps would 
permit taking the final simplifying 
step of dissolving Niagara Hudson. 
On the basis of such an intended pro- 
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gram and, I suppose, because it is the 
underlying policy of the Holding Com- 
pany Act to provide for the elimina- 
tion of holding companies wherever 
practicable, the commission extended 
the time for complying with the pro- 
vision requiring divestment of the 
common stock of Buffalo Niagara 
Electric Corporation, while we sought 
to evolve plans to accomplish these re- 
sults. 

Needless to say, the complexities of 
the problems required to be resolved 
in order to accomplish our objectives 
were enormous. The bank debt had to 
be satisfied. The interests of the pub- 
lic holders of the preferred stocks of 
the three operating companies had to 
be safeguarded. The respective rights 
and claims of the public holders of 
Niagara Hudson’s first preferred 
stock, second preferred stock, com- 
mon stock, and option warrants had to 
be dealt with in a fair and equitable 
manner. The public service commis- 
sion of the state of New York had to 
be satisfied that all aspects of the con- 
solidation into a single operating 
company were in the public interest. 
The Securities and Exchange Com- 
mission had to be satisfied that every 
step conformed fully with the stand- 
ards and requirements of the Holding 
Company Act. 


| 1948, the notes payable to banks 
having been reduced to $20,000,- 
000 by the application of all available 
income, two plans were filed with the 
Securities and Exchange Commission. 
The first of these, known as the ““Con- 
solidation Plan,” had been presented 
to the public service commission in 
September, 1946, and after extensive 
public hearings was approved by it in 
JUNE 7, 1951 


May, 1948, as “in the public interest.” 
The second of the plans, known as the 
“Dissolution Plan” and conditioned 
upon prior consummation of the Con- 
solidation Plan, undertook to provide 
for the dissolution of Niagara Hudson 
and the fair and equitable treatment 
in the course thereof of its security 
holders. 


HE provisions of the Consolidation 

Plan are simply described. The pre- 
ferred stocks of each of the three con- 
solidating companies were exchanged 
on a share-for-share basis for shares 
of preferred stock of the new operat- 
ing company we now know as Niagara 
Mohawk Power Corporation. The 
shares of common stocks of each of 
the consolidating companies, all held 
by Niagara Hudson, were exchanged 
for shares of common stock of Niagara 
Mohawk. The mortgage debt and 
other liabilities of the three consoli- 
dating companies were assumed by the 
new operating company. The Dissolu- 
tion Plan was considerably more com- 
plex not only by virtue of the debt ob- 
ligation of Niagara Hudson but be- 
cause of the difficult problem of as- 
suring fair treatment in the order of 
their respective priorities to the hold- 
ers of the several different classes of 
securities of Niagara Hudson. The 
first of these problems was alleviated 
by giving Niagara Hudson common 
stockholders, who otherwise would 
have had to await discharge of the 
debt, the opportunity to draw down 
promptly their pro rata share of 
Niagara Mohawk common stock upon 
payment of the ratable amount of cash 
necessary to pay in full the balance of 
the bank loan. Resolution of the sec- 
ond of these problems was facilitated 
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through provision for the issuance by 
Niagara Mohawk Power Corporation, 
as part of its common capital, of a 
class A stock having fixed dividend 
income, to be employed in retirement 
of Niagara Hudson’s preferred stocks. 


6 bw plans were subjected to exten- 
sive public hearings before the 
SEC. While representatives of all of 
Niagara Hudson’s outstanding securi- 
ties participated and voiced disagree- 
ment with certain of the fairness as- 
pects of the Dissolution Plan, no one 
objected to, and all supported, the pro- 
posed creation of a single operating 
company. In August, 1949, subject to 
relatively minor modifications, the 
Securities and Exchange Commission 
entered its order approving both 
plans as “necessary to effectuate the 
provisions of § 11(b), and fair and 
equitable to the persons affected” 
thereby. 

In November, 1949, after public 
hearings in which, again, there 
were no objections to the proposed 
consolidation, the United States Dis- 
trict Court for the Northern District 
of New York entered its decree ap- 
proving and enforcing both plans and 
directing that they be consummated. 
Accordingly, on January 5, 1950, 
Niagara Mohawk Power Corporation 
came into being. In October, 1950, 
pursuant to separate proceedings, the 


Niagara Falls Power Company, the 
sole remaining domestic public utility 
company in the system, was merged 
into Niagara Mohawk. In November, 
1950, the balance of Niagara Hud- 
son’s bank loan was fully discharged. 
In December, 1950, the shares of 
common stock of Niagara Mohawk 
not theretofore distributed to Niagara 
Hudson’s common stockholders were 
so distributed, and on December 21, 
1950, the corporate existence of 
Niagara Hudson Power Corporation 
was legally terminated. 


W: believe it is an excellent com- 
mentary upon the degree of co- 
drdination and integration we had al- 
ready succeeded in attaining to be able 
to say that, from the point of view of 
our consuming public, only the change 
in name which took place afforded any 
outward evidence of the consolidation. 
Indeed, in the eighteen months which 
have elapsed since the formation of 
Niagara Mohawk, people residing in 
a part of our territory formerly served 
by one or the other of the constituent 
companies have inquired of us as to 
why its name had been changed. 
However, as I have already stated, 
we had always regarded simplifica- 
tion through consolidation as neces- 
sary not only to assure the permanency 
of what had already been accom- 
plished in our physical operations, but 


e 


its two long-range objectives—INTEGRATION and SIMPLI- 


q “. . . Niagara Hudson’s organization and the adoption of 


FICATION—were logical developments. The first of these 


objectives was rapidly achieved. From an engineering point 
of view, the physical operations of the system were com- 
parable to those of a single company some twenty years be- 
fore that degree of . . . simplification could be achieved.” 
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to enable us to continue to expand the 
resulting benefits and economies. In- 
deed, in the latter connection, our con- 
fidence was such that in January, 1949, 
in anticipation of the consolidation, we 
put into effect a rate reduction of $1,- 
000,000. 

A further rate reduction of $500,- 
000 annually was made, effective 
May 1, 1950. 


if was and is, of course, impossible 
to place a dollar value upon the 
economies and savings which have re- 
sulted. However, their general nature 
was summarized as follows by the 
Securities and Exchange Commis- 
sion : 


The consolidation of the principal 
operating companies will replace with- 
in a single corporate entity the inte- 
grated properties of the system, there- 
by retaining the benefits of present 
economies of operation and rate re- 
ductions and indicating future benefits 
in those regards. These properties 
have been constructed and operated on 
a statewide basis since 1930. There 
is common load supervision and an 
operating committee which forecasts 
loads, prepares over-all schedules, and 
gives general directions for the dis- 
patch of energy for the most economic 
over-all operation. Construction re- 
quirements are formulated on a sys- 
tem rather than an individual com- 
pany basis. 

The elimination of Niagara Hudson 
as a holding company will also bring 
the Niagara Hudson system in its en- 
tirety within the regulatory powers of 
the New York state commission and 
in addition will make possible wider 
opportunities for the economical 
financing of the system by direct op- 
erating company issues. Also, the 
consolidation of the three subsidiaries 
into the new operating company, and 
the public distribution of the latter’s 
securities, should enhance the eco- 


JUNE 7, 1951 


nomic financing of the construction re- 
quirements of the system. 


| agemnenaicers of the necessity for 
entering into and accounting for 
countless intercompany dealings and 
the filing of innumerable reports and, 
in general, the removal of the cor- 
porate barriers which heretofore ex- 
isted have, of course, greatly simpli- 
fied our daily operations. While gen- 
eral supervision and direction stem 
from Syracuse, the geographical cen- 
ter of the Niagara Mohawk system, 
the three constituent companies have 
been replaced in effect by three re- 
gional offices, each having immediate 
responsibility for their respective local 
operations. In this connection, the de- 
gree of coordination already attained 
avoided any substantial disruption of 
executive and other personnel. Thus, 
the president of the holding company 
who had been chief executive officer of 
the system became president of 
Niagara Mohawk; the presidents of 
the three constituent companies be- 
came vice presidents of Niagara Mo- 
hawk in administrative charge of the 
same areas formerly served by the con- 
stituent companies. 

A further important advantage, the 
full benefits of which we have not as 
yet had an opportunity to realize, is 
the ability to finance the system’s re- 
quirements on a system basis. By that 
I do not mean so much the ability to 
obtain money at favorable rates, 
which was enjoyed by each of the con- 
stituent companies, but the ability to 
use funds more advantageously. For 
example, substantial amounts of de- 
preciation money available in one or 
the other of the separate companies 
could not be availed of promptly by 
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the third company in whose territory 
it was wise, from a system point of 
view, to locate new facilities. Consoli- 
dation makes all depreciation funds 
available to all parts of the system so 
as to defer or reduce borrowings 
which might otherwise be necessary. 


A advantage, of course, 
has been our ability to eliminate 
the expenses and taxes attributable to 
the corporate existence of Niagara 
Hudson. Consolidation has done 
away with the need for any such uni- 
fying instrumentality in the system, 
and has enabled Niagara Hudson’s 
stockholders to have a direct owner- 
ship in the assets and earnings under- 
lying their investment. 

In approving the consolidation, the 


of New York took the following view : 


The final result will represent a con- 
structive achievement almost without 
parallel in this state, particularly when 
one considers the size of the task and 
the results which have been obtained. 


We here in upstate New York are 
extremely proud of Niagara Mohawk 
and all that it represents. The results 
achieved have been the product of 
hard work and the codperation and 
intense devotion of the personnel com- 
prising our organization. For the rea- 
sons I have undertaken to summarize, 
these results have greatly benefited the 
three interests we serve—our consum- 
ers, our stockholders, and our em- 
ployees. We feel that in Niagara Mo- 
hawk we have created the kind of pub- 
lic utility organization that can best 


public service commission of the state serve all of them. 





Business Size versus Success 


‘ “MA. people now seem to regard big business as in some 

way inimical to the public interest. They look upon 
large corporations as ‘monopolies,’ ‘concentrations of economic 
power,’ selfish and heartless, seeking economic aggrandizement 
for themselves at the expense of the rest of the people. Believing 
that, it is a natural consequence to favor the use of political 
power to restrict corporate activities, to bring their operations 
under the control of the government, and in some cases to 
break them up. 

“Anyone who has studied the economic problems of the 
nation must know that these premises are wrong. A business, 
whether it be big or little, to be successful must serve the public 
interest; and if a business grows it does so because the quality 
and price of its products win public confidence. Its ultimate size 
is then dictated only by the aggregate demand of its satisfied 
customers. There is a clear difference between protecting com- 
petition and protecting competitors, and true and lasting eco- 
nomic progress lies in encouraging the most efficient producers 
so that all people may have more and better things for their 
money.” 

—CrawrFrorp H. GREENEWALT, 
President, E. I, Du Pont de Nemours & Company. 
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Steel, Oil, Wheels, and Electric 
Power 


Big business is more than a group of corporations. 
It is a method of operation—a technique by which the 
nation gets a lot of its daily work done. 


By T. S. PETERSEN* 
PRESIDENT, STANDARD OIL COMPANY OF CALIFORNIA 


' , Tiru1n the past couple of 
decades the American people 
have been asked to accept a 
new and altogether strange dictionary 
of definitions applied to Big Business. 
According to this system of naming 
things, the word “profit” has been 
given a tainted meaning; “capitalist” 
has become a reproach; “corporation” 
has come to mean an evil thing ; “bond- 
holders” and “stockholders” and 
“managers” and “officers” have been 
loosely grouped as parasites which feed 
upon the exploited public. It is the sense 
of this curious system of thought that 
persons connected with Big Business 
ought, in common decency, to hide the 
fact as far as possible, as something 
shameful, if not downright criminal. 
The idea isn’t entirely new—the 
cartoons depicting the capitalist as an 
ugly giant with his heel on the neck 


*For additional personal note, see “Pages 
with the Editors.” 
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of the common man dates well into 
our history. But lately the idea has 
been flourishing anew. It is, of course, 
to the advantage of some groups to 
keep the notion alive. These are the 
capital-R reformers. Some of them 
are in government. Some are in labor. 
Some are in the universities. All have 
one thing in common—a burning urge 
to change “the system,” and make it 
over to conform with their own par- 
ticular pattern. 


i ig is true that we have had these mal- 
contented elements at work for 
generations, but never have they been 
in the positions they occupy today. A 
visitor from Mars would find it a most 
curious thing that Big Business in 
America, halfway through the twen- 
tieth century, should find itself bat- 
tling for its life, because Big Business, 
and the chance to become Big Busi- 
ness, constitutes one of the elements 
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that have made America great. It pro- 
vided the industrial margin for vic- 
tory in two world wars and it has 
been one of the most instrumental fac- 
tors in establishing the highest stand- 
ard of living the world has ever 
known. 

The pattern for the attack on large 
business is no longer academic—it is a 
very real and discernible thing. It is 
based on the philosophy that only Big 
Government is virtuous and that indi- 
viduals acting as such cannot restrain 
themselves from being scoundrels. 
That philosophy has a familiar ring, 
because it is the basis for the final 
subjugation of individual human lib- 
erties. 

The deliberate propaganda of the 
Moscow advocates is not of great con- 
cern—they know what they want. But 
there is serious cause for concern 
when presumably responsible govern- 
ment representatives say the same 
things. Adding up all the charges that 
have been leveled recently by some in 
government, you may gather that Big 
Business is an instrument by which 
a little group of capitalists is eagerly 
kicking the public around, smothering 
small business to death, and generally 
behaving like outlaws. 


c would be simple-minded, in the 
first place, for any thinking Ameri- 
can to accept this highly personalized 
notion of Big Business—dramatic 
though it may sound rolling off the 
tongue of a gifted speaker. Nearly all 
big businesses are corporations and 
their total stock is held by millions of 
Americans. But beyond that, Big 
Business is far more than a group of 
corporations. It is a method of opera- 
tion, a national development, a system 
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of enterprise, a technique by which the 
nation gets a lot of its daily work done. 

I speak of this attack on large busi- 
ness with the depth of personal experi- 
ence, because my company, with six 
other Pacific coast oil companies, is 
the latest target of an omnibus anti- 
trust suit which has for its end pur- 
pose the breaking up of the oil indus- 
try. 

Since January of 1949, the antitrust 
division has carried on cases against 
the steel, chemical, lumber, paper, 
building materials, glass, telephone, 
gas, electric, can, food, and other in- 
dustries embracing practically every 
phase of our life. The implications to 
our democratic processes are tragic— 
the story that the antitrust lawyers are 
trying to tell is that no person direct- 
ing the affairs of the larger businesses 
of our country has integrity or a sense 
of public responsibility. 

All the cases have either special or 
general parallels to the oil industry 
suit, which we know is political be- 
cause of the history of the antitrust 
division’s attacks on the oil industry. 


jb pew years ago, with great fanfare, 
there was launched the “Mother 
Hubbard Suit,” so called because it 
covered everything. Our company 
and most of the other companies in 
the United States engaged in the pro- 
duction, refining, and sale of oil were 
subjected to a suit charging that prac- 
tically every activity of the industry 
was illegal. The companies involved 
spent large sums of money and time 
to prepare their defense—but ten 
years have gone by and the suit never 
has been brought to trial. One of these 
days, the antitrust division will get 
around to dismissing it. 
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Now, their new approach is the suit 
against the West coast companies, al- 
ready referred to as the “Little Mother 
Hubbard Suit.” The industry is to be 
hit, region by region, all across the 
country. 


A I pointed out before, the phi- 
losophy underlying this program 
against American Big Business is that 
government must dominate every- 
thing. 

I contend the philosophy is his- 
torically wrong because, like any other 
part of the American nation, Big Busi- 
ness is accountable to one big master 
—the American people. If Big Busi- 
ness—and Small Business, too— 
doesn’t serve the people’s interests 
well, they’ll do something about it. 
And, the first place a strong reaction 
of enmity would be felt would be in the 
cash register, that very sensitive pulse 
of business. 

But if Big Business has served the 
public well, has shown positive evi- 
dence of keeping its sense of public re- 
sponsibility in line with its influence, 
and if the decisive indications are that 
the public welfare will continue to be 
well served by it, then, clearly, Big 
Business has the right—and even the 
responsibility—to continue operations 
along present lines. To give up with- 
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out a fight would be to fail to act in 
the nation’s best interests. 


= best proof of how Big Busi- 
ness is likely to do its job in the 
future is the way it has done its job up 
to now, and the record of its perform- 
ance to date is there for all to see. 

Big Business is a peculiarly Ameri- 
can institution, and a relatively new 
one at that. Only within the past three- 
quarters of a century has it been that 
the combination of scientific research, 
mass production, and mass distribu- 
tion has been built into something 
unique in the world. 

Bearing in mind that grim cartoon 
of the big fellow with his heel on the 
little fellow’s neck, let’s take a quick 
look at what this combination of 
record production and distribution 
has meant for the American people. 

It has meant, to repeat, the world’s 
highest standard of living—the high- 
est by far. 

Standard of living is measured by 
wealth, and the well-being of the 
people. It is not alone the number and 
quality of cars, homes, refrigerators a 
people may possess. That’s part of it, 
but it’s also reflected in terms of 
health and happiness. Here there is 
more of everything—more production 
per hours worked, more leisure, more 


have been asked to accept a new and altogether strange 


q “WITHIN the past couple of decades the American people 


dictionary of definitions applied to Big Business. According 
to this system of naming things, the word ‘profit’ has been 
given a tainted meaning; ‘capitalist’ has become a reproach; 
‘corporation’ has come to mean an evil thing; ‘bondholders’ 
and ‘stockholders’ and ‘managers’ and ‘officers’ have been 
loosely grouped as parasites which feed upon the exploited 


public.” 
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and better schools, an infinitely richer 
variety of recreation and entertain- 
ment, and an infinitely greater degree 
of opportunity, than in any other land. 

Big Business didn’t bring about all 
of this singlehanded, of course. But 
without Big Business—itself a crea- 
tion of the American system of free- 
dom—this would not have been pos- 
sible. 


[' has been the American way to let 
the public be the judge of the de- 
sirability of a product—the free 
American can size up a product, buy 
it, or leave it alone. In that manner 
the free American has been, and re- 
mains, the master and the judge of 
Big Business. We see no evidence 
that the free American wants to turn 
thumbs down on the system now serv- 
ing him. 

So if Big Business is to be critically 
judged for just being big, then those 
who believe in it have the right and 
the duty to insist, first, that the charges 
be rationally framed, and, second, to 
place before the public the arguments 
in its behalf. 

They have the right and duty to in- 
sist that the prosecution quit basing 
its case on false issues and smoke 
screens—and get down to the only 
possible issue that has any standing: 
whether Big Business is doing the 
right thing, the best thing for the 
American people. If the accusers can 
prove that it is not, the jury—the 
American people—ought to bring in 
some more competent substitute. But 
if Big Business demonstrates an ability 
and a desire to do its job better than 
any other system would be likely to 
do it—and do it within the framework 
of American principles—then the self- 
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interest of the American people will 
obviously be to make certain that this 
system is maintained, and not scrapped 
or sabotaged to make way for a system 
that cannot begin to do the same job. 


ae “A” for the defense in 
such a proceeding would well be 
a segment of American history 
labeled, “Steel, Oil, Wheels, and Elec- 
tricity.” 

This is a peculiarly American story, 
and an inspiring one, with a clear, 
sharp lesson. 

It is the story of the development 
of four great industries—steel, petro- 
leum, automobiles, and electric power 
—and of how they helped bring this 
nation to an eminence in which, by 
any prior standard of physical well- 
being or spiritual freedom, every man 
would be rated a king. 

It would be laboring the obvious to 
recite what this man—this ordinary 
twentieth century American—has at 
his fingertips in the way of luxuries 
that would bug the eyes of any poten- 
tate in history, or the average Euro- 
pean or Asiatic today—the American’s 
automobile, his home, what he can 
command in the way of education, 
conveniences, and the arts. 

And miraculous as these things for 
better living are, they are still the less- 
er part of the birthright of the ordi- 
nary American. He has, besides, his 
freedom in all its innumerable forms, 
physical and spiritual. Freedom to do 
what he desires if it does not harm his 
fellow man. 

We live too closely, too familiarly, 
with all these things to grasp their 
relative values. They are worth think- 
ing about now and then. For they can 
be retained and augmented, or they 
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The Stakes in an American Collapse 


74 HE American people cannot afford to be indifferent to the chip- 

ping away of the structure of big-scale industry. If the efforts 

succeeded, and the economy cracked up, the hot-house theorists could 
lose nothing; the nation could lose its freedom and prosperity.” 





can be poured down the drain, and the 
choice is always with us—that’s one 
of our freedoms, although a negative 
one. 

We have said that this standard of 
living is in considerable part the re- 
sult of the dovetailed operations of 
steel, oil, autos, and electric power. 
They didn’t do it alone, but among 
them they did the bulk of the job. And 
at first glance, at least, it seems extra- 
ordinary that this is true, because we 
borrowed them all—or most of the 
initial, rudimentary processes—from 
other lands, and came into the race 
slowly and rather late. 


6 Bs. historical upheaval, called the 

Industrial Revolution, burst upon 
western civilization in the midst of the 
static and self-satisfied nineteenth 
century, and the world is still reeling 
under its impact. Here was the time 
when, for a variety of reasons, indus- 
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try began to outgrow the confines of 
the individual homes and little shops 
of the artisans, and to move into fac- 
tories and industrial plants. And here, 
too, was the time when oil, steel, 
wheels, and electric power, thrust to- 
gether in the free and stimulating cli- 
mate of a young land called America, 
went into quadruple harness to build 
a national power plant of bewildering 
potency, and to open the gates to a new 
kind of life, and a new era of dignity 
for individual men. 

Why did it happen here, and no- 
where else in any comparable degree? 
We weren’t the authors of the Indus- 
trial Revolution. England, with its de- 
velopment of iron and steel mill proc- 
esses, can lay far more direct claim 
to that title, and England, in turn, 
must share it with a half-dozen other 
nations which played important rdles. 
The United States, only several 
decades old at the time, was fighting its 
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Civil War and struggling through the 
postwar reconstruction while the revo- 
lution was getting under way. And 
yet within the space of a relatively few 
years we came on to take the play 
away from the rest of the world, to 
make the industrial development of 
America the foremost wonder of the 
age. 


T= reasons are important not so 
much because they afford us a 
chance to look back and reflect what 
we have meant to the world. They are 
far more important because they pro- 
vide sure, steady beacons to mark the 
course ahead, to keep us on our way. 

One obvious reason is that we had 
the physical resources—the raw ma- 
terials. We had them in vast abun- 
dance. But other nations—like Russia 
and the Central European countries— 
had them, too. They also had scien- 
tific ingenuity; the main difference 
had to lie somewhere else. 

Another reason why we developed 
as we did is that we were a vigorous 
people. Our ancestors were restless 
folk, energetic, or they wouldn’t have 
come here. When they came, they 
found a bracing, temperate climate, 
and a 3,000-mile expanse of sheer 
challenge—literally, a great new 
world to conquer. 

But there was also another reason 
—opportunity. And this was provided 
only in small part because of luck; 
mostly it was because our forefathers 
knew what it meant, created it, and 
built it into our system. 

Challenge without the opportunity 
to meet it breeds a feeling of futil- 
ity and cynicism. Over much of 
Europe and most of the rest of the 
earth the challenge has always gone 
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begging because of lack of oppor- 
tunity. A man’s farthest horizon was 
the edge of the town he was born in. 
Whatever his personal ambitions and 
talents, he was usually predestined to 
do the same work his father had done 
to serve the same master. And cover- 
ing his whole life, like a drab and 
stifling blanket, lay the principle and 
practice of the overruling state. Under 
that philosophy the state was not made 
to serve the man; the man was made 
to serve the state. And that meant, 
among other things, that the vision 
and progress of a whole nation might 
be circumscribed by the limits and the 
whims of one man, the king, or a little 
group of schemers who used the king 
for their own ends. 


(> here our founding fathers ar- 
ranged things differently. The 
sum and substance of their basic docu- 
ments was that, in the new world, 
there would be no arbitrary limits im- 
posed upon a man’s progress, no 
shackles on his imagination. Their 
idea of government was that it should 
clear the way for a man to move for- 
ward, restricting only those who be- 
haved irresponsibly or in deliberate 
disregard of the rights of others. They 
laid down a concept of individual free- 
dom, and designed the government to 
preserve and enhance that freedom. 
And they placed in the people’s hands 
full sovereign power to see to it that 
government followed through on this 
job. 

So we had these three things—the 
raw materials or tools; the dim but 
insniring outline of a future to be 
built, and, most importantly, a clear 
track of opportunity as far as the eye 
could reach, and beyond. Besides that 
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—and perhaps because of all of this— 
we had that other necessary element of 
high achievement—the fire, the zest, 
the eagerness, to tackle the job. Now, 
in these days of labels and files for 
everything, we wrap up all of this in 
a phrase: the American business sys- 
tem. 


HE average American, informed 

and aware of what his American 
citizenship means in point of wealth, 
opportunity, and freedom, does not 
want to move backward. He wants to 
go forward toward more wealth, more 
opportunity, more freedom. 

Any reasonable man, before sanc- 
tioning a wrecking job on American 
business, had better ask himself at 
least two pertinent questions: Would 
there be as good a life materially under 
the next system, and would the next 
system provide as much in the way of 
freedom and of the power to defend 
that freedom? 

There was a time, even in the short 
life span of our country, when men 
did most of the physical work with 
their hands — men, women, and 
children—and horses did the rest. Ma- 
chines, mainly through the agency of 
steel, oil, wheels, and electric power, 
now do better than nine-tenths of the 
work, men do 4 per cent, and the 
horses are mostly for racing. 

Over here we have a third of the 
world’s railroads, and we use half of 
the world’s steel, two-thirds of the 
world’s oil, three-fourths of the 
world’s motor vehicles, and produce 
almost half of the world’s electric 
power—but we are only one-sixteenth 
of the world’s people. 

The American people cannot afford 
to be indifferent to the chipping away 
JUNE 7, 1951 
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of the structure of big-scale industry, 
If the efforts succeeded, and the 
economy cracked up, the hot-house 
theorists could lose nothing; the na- 
tion could lose its freedom and pros- 


perity. 


HERE should, of course, be no il- 

lusion that those who are trying 
to undermine the institution of big 
business would necessarily simply 
stand by and let nature take its course. 
That might well be the lesser of the 
alternative fates of the nation in such 
a circumstance. Nearly all of those 
who want to drive bigness out of busi- 
ness would, from one motive or an- 
other, have government step into the 
breach and take over—thus establish- 
ing a single, great monopoly for all 
enterprise. 

Those who want Big Business put 
out of commission are not all of them 
card-carrying Communists. Greed for 
power, for authority to order men’s 
lives, is not limited to totalitarian 
states. It is a historical disease com- 
mon among career bureaucrats every- 
where, including our own government. 

There are, conservatively, hundreds 
of men in Washington, who have pat 
formulas for the operation of the 
American economy, and stand ready 
at any moment to take over. They 
will bring forth reams of made-to- 
order figures to prove that they can 
produce better oil, cheaper and more 
abundantly, than any oil company, 
better cars than Buick; and they have 
already brought forward an offer to 
let the taxpayers set them up in the 
steel industry. In electric power, the 
effort is to supplant long-established, 
investor-owned power companies. 

Perhaps one response to their offer 
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is that if they are that good, why aren’t 
they already in these businesses, offer- 
ing their talent on the open market 
where authentic ability commands the 
highest respect and the highest price 
in the world. 


[= bureaucrat, by tradition and 
probably practical necessity, owes 
his first allegiance elsewhere than to 
the simple precepts of efficient produc- 
tion and service to all the public. He 
has his political fences to tend, his 
political bosses to befriend, his party 
associates to cultivate. His whole 
tendency, in other words, is to turn 
his attention inward to the affairs of 
his political world and the techniques 
of protecting his own security, instead 
of outward to the market and the cus- 
tomer. Under government ownership 
of industry he can give full play to 
these tendencies under the security 
provided by the most absolute kind of 
monopoly. 

No such luxuries are allowed the 
private enterpriser. He has one job— 
to please and serve the public; the 
profit system and the competitive cli- 
mate in which he operates compel him 
to bend his whole energies to that 
single goal. His progress will be in 
direct ratio to his success in this effort. 
There has never been a system more 
beneficial to the customer, and there 
never will be. 

We have not said that Big Business 
is without fault—no human institu- 
tion ever is and Big Business is a very 
human institution. What we are talk- 
ing about is the sweeping generaliza- 
tion that has been made concerning all 
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Big Business at all times—that it is 
bad because it is big, and that because 
it is bad, it must be wiped out. The 
campaign for eradication is being 
pushed on several fronts—outright 
dismemberment, through the unprece- 
dented antitrust actions; oppressive, 
confiscatory taxation; and strangula- 
tion by “regulation.” 


W: submit that the oil industry, 
and Big Business generally, has 
grown up to responsible adulthood; 
that it has found the right track and 
followed it; that that course is in har- 
mony with the best interests of the na- 
tion. 

If the truth of this is got over to the 
American people, then the burden of 
proof will rest upon the reformers— 
the hot-house “economists,” the fly- 
by-night philosophers, the power-hun- 
gry demagogues—that what they have 
to offer is better. The proof will be a 
long time coming. 

For Big Business is not only essen- 
tial to America—it is the good right 
arm of America. The sheer bigness 
of American business cannot be called 
bad unless the sheer bigness of 
America can also be called bad. Big 
Business, playing the foremost role in 
providing for the nation’s comfort, 
security, and progress, is the main 
source of power of the American 
dream — the greatest force for good 
the world has known. And if that is 
true, it follows that the careless or de- 
liberate destruction of America’s pow- 
er would be the cardinal error of our 
time, the one thing our grandchildren 
could not forgive us. 
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Public Information Program 


Meets the 


Challenge 


Public opinion polls confirm increasingly the impressive gains 
of investor-owned electric companies’ information program. 
Coérdinating its objectives with the needs of the operating 
electric utility industry, this organization is scoring major gains 
on its various “targets” for 1951 in the realm of obtaining 
a better public understanding of what the industry stands for. 


By JAMES W. PARKER* 
PRESIDENT, THE DETROIT EDISON COMPANY 


, | ‘ais is the second instalment’ of 
the story of the electric com- 
panies’ Public Information Pro- 

gram (PIP)—of how the business- 
managed, investor-owned, tax-paying 
power industry is combating with an 
increasing flow of facts the Federal 
government’s socialistic, tax-free plan 
to take it over. 

It is a dramatic story because the 
fate of not only our industry, but of 
all others, is at stake. Indeed, at stake 
is the time-and-success-honored sys- 
tem of competition and individual 
initiative itself, cornerstone of our 
form of government. 

Also at stake is maintenance of an 
adequate supply of power for the na- 


*Also chairman of the steering committee of 
Public Information Program. 

1“Public Information Program,” Pustic 
Utiities Fortnicutty, June 8, 1950, Vol. 
XLV, No. 12. 
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tion’s defense effort in a period of 


increasing international stress; of 
orderly, low-cost light and power 
services to our 36,500,000 customers. 

There are involved such vital addi- 
tional factors as: 


The investment of the $19 bil- 
lion that made the industry what 
it is. It was provided individually by 
3,000,000 investors, and also by insur- 
ance companies and banks with funds 
entrusted into their care by virtually 
every one of our 36,500,000 custom- 
ers. These investors are entitled to 
a continued fair return on the stocks 
and bonds they bought, as the record 
shows they always have received. 

The more than $900,000,000 in 
taxes we pay each year to safeguard 
the government’s credit and help meet 
the government’s operating expenses. 
The record shows that on the average 
one-fifth of all the money paid to 
investor-owned companies for elec- 
tricity goes for taxes ; that government 
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power projects are entirely or nearly 
tax-free; that their customers do not 
pay their fair share in support of the 
government; that these projects are 
creating additional government debt. 

The jobs of our 290,000 employees, 
and the destinies of their families. The 
record shows they are well paid and 
have the best possible working condi- 
tions; that there is a growing realiza- 
tion on the part of the two major 
electrical workers’ unions that their 
contracts with business-managed com- 
panies afford them more rights and 
privileges than they can obtain under 
government control. 

The sixty-nine years of experience 
—know-how—that we have in the de- 
velopment of steam-generating plants 
and of great hydroelectric plants—in 
the most economical conduct of this 
highly complex business of providing 
electric light and power. The record 
shows that no other country in the 
world is so highly developed elec- 
trically as the United States; that 
business - managed, investor - owned 
electric companies pioneered and con- 
tinued this development. Our com- 
panies pioneered rural electrification 
and did their fair share in making 
electricity available to 95 per cent of 
the nation’s occupied farms—and the 
business-managed industry has set 
aside the week of August 26th for na- 
tional celebration of that achievement. 


AX foreseeable demands of both 
civilian and national defense can 
be carried out with adequate margins 
of reserve—except in the Northwest, 
and possibly in the Southeast in the 
case of severe drought. 

A $15 billion expansion program 
will increase the nation’s power sup- 
ply to 80 per cent above the World 
War II level by the end of 1953. 
During World War II, the nation’s 
supply of electric power was in every 
way adequate in spite of predictions 
to the contrary. If diversion of equip- 
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ment and other materials does not in- 
terfere with our expansion program, 
the increasing supply should be more 
than ample for any foreseeable emer- 
gency. 

The record shows that Congress 
never has determined a national 
power policy—a policy to be adminis- 
tered for the greatest benefit of all 
citizens, the consumers, taxpayers, 
workers, investors. Instead, it too 
often has abdicated its duty to regu- 
late the development and administra- 
tion of interstate power resources to 
executive agencies — to Interior, to 
TVA, to the central REA organiza- 
tion. What free industrial enterprise 
is dealing with now amounts to legis- 
lation—not by elected representatives 
of the people—but by appointed staffs 
of administrative agencies. 

These are but samplings of the fac- 
tors with which our information pro- 
gram deals daily in its purpose of 
awakening those who have most at 
stake—customers, workers, and in- 
vestors, the whole public, in fact— 
to the threat of a clearly projected 
socialistic blueprint on which the busi- 
ness of our electric utilities is indi- 
cated as the springboard for full gov- 
ernment control of our economic life. 


An ago, in the first instalment 
of the story of PIP, I told of 
its organization — on February 7, 
1949—-when the heads of ten of our 
companies decided that the industry 
should have a new voice. 

Of the need of this new voice we 
had more than ample evidence. The 
government had moved in with TVA 
in 1933—¥$in strident step with the 
Socialist party’s 1923 program to 
“take over one after the other of the 
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Public Information Objectives 


. ped has eight goals: abundant power and good service; betterment 
of communities; expansion financed by investors rather than by 
government; efficient and satisfied customers; fair treatment for all 
users of electricity; equal taxes for all users of electricity; wise use of 
natural resources; safeguarding of individual freedom.” 





public utilities, mines, railroads, pow- 
er plants, communications systems.” 

Soon followed the plan — still 
pressed persistently—of taking com- 
plete charge with at least nine tax- 
free, government debt-building au- 
thorities, all modeled after TVA. 
Meantime, 45 investor-owned electric 
companies had been absorbed by the 
public agencies and a major part of 
the properties of 20 others expro- 
priated. Investor-owned, business- 
managed, tax-paying companies no 
longer served 93 per cent of all the 
users of electricity in the United 
States, as they did just prior to TVA. 
The percentage had shrunk to around 
81—and the trend was ominous. 

Our new voice would publicize, 
emphasize, and re-emphasize, the full 
story of our investor-owned com- 
panies in simple terms so that all of 
the people of America—the voters— 
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could have all of the facts to decide 
the issues in the case of private indus- 
try versus socialization. Our new 
voice would stress, among many 
factors, 

That government should continue 
its activities in flood prevention, con- 
servation, and reclamation. 

But that government should step 
into the electrical picture only after 
Congress had determined, on sound 
technical advice, that the project was 
government’s responsibility — where 
business-managed power was clearly 
unable to do the job. 

That, in these cases, government 
should operate under the same condi- 
tions as do private enterprises with re- 
gard to tax payments and as to equal 
treatment of customers. Also, that 
government should be subject to iden- 
tical commission regulation. 

That government should assist in 
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the few remaining instances where 
real rural electric demands cannot 
otherwise be met — that REA has 
done great good, but that its job is 
near completion. 


§ pe new voice would complement 
the industry’s older, but highly 
important, agencies devoted to build- 
ing a never-failing stockpile of up-to- 
the-minute technical and statistical in- 
formation; to the carrying of the 
facts to members and committees of 
Congress; to the industry’s campaign 
of national advertising. 

Today, with PIP barely in its third 
year, Our new voice is supported 
financially by 69 companies. An addi- 
tional 72 companies are receiving and 
utilizing PIP’s material and counsel. 
These companies serve over half of 
the customers of the electric industry. 

PIP operates on three levels, local, 
regional, and national. Its local ac- 
tivities are confined chiefly to a run- 
ning story of facts about the industry, 
much of it directed toward the in- 
formation of employees. 

It has four regional groups of ex- 
ecutives who monthly exchange ideas 
in round-table sessions in the Mid- 
Atlantic, Inter-Mountain, East North 
Central, and West North Central 
areas. 

Supplementing these meetings are 
periodic “workshop conferences,” at 
which senior executives as well as key 
employees in public relations, adver- 
tising, the publication of house organs, 
and those engaged in personnel ad- 
ministration further codrdinate the 
program. 

The national program, embracing 
every medium of public information, 
is directed by a steering committee. 
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All aspects of the program are under 
the direction of Bozell & Jacobs, Inc., 
a public relations and advertising firm 
that has been in the utility field for 
thirty years. Opinion surveys are 
conducted by Central Surveys, Inc. 


| gad has eight goals : abundant power 
and good service; betterment of 
communities; expansion financed by 
investors rather than by government; 
efficient and satisfied customers; fair 
treatment for all users of electricity; 
equal taxes for all users of electricity ; 
wise use of natural resources; safe- 
guarding of individual freedom. 

For 1951, PIP is concentrating on 
these targets : 

Foster elimination from the Fed- 
eral budget of all those activities 
which American business is ready, 
able, and willing to carry on. 

Make known the electric industry’s 
ability to provide adequate power for 
all defense as well as civilian needs. 

Publicize the accomplishment of 
the industry in bringing electric pow- 
er to America’s farms. 

Promote the need for a sound con- 
gressional power policy. 

What has PIP achieved in its 
slightly more than two years of op- 
eration? As chairman of its steering 
committee, I can report on the basis 
not only of my own convictions, but 
upon the opinion of the investor- 
owned, business-managed participat- 
ing companies : 

PIP has developed a better unity of 
thought and action within the electric 
industry, and a keener awareness of 
the need for information to em- 
ployees, stockholders, and the general 
public on the fundamental economic 
facts as they pertain to this industry. 
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Round-table discussions at national 
conferences of PIP company execu- 
tives and the more frequent meetings 
of the steering committee have led to 
significant decisions and action in 
dealing with specific threats to the in- 
dustry. 

Through PIP there has come about 
a far better understanding by all 
companies of the conditions con- 
fronting the industry in certain 
critical regions, together with a more 
complete realization of the common 
principles which underlie most sec- 
tional power problems and policies. It 
provides a healthy antidote to the So- 
cialist’s strategy of “divide and rule.” 


IP has focused attention on the 
well-laid plans of big-government 
proponents to control the electric 


power industry with the evident aim 


of eventual nationalization. Those al- 
ready opposed to Federal encroach- 
ment have been given the facts to 
support their convictions. Others, 
who had previously accepted the 
administration’s valley authority 
theories, have now—according to our 
recent opinion polls—swung into the 
“undecided” column; they are the 
ones we must convert. 

PIP has been the means of making 
the investor-owned utilities more 
vocal, more coherent, and more effec- 
tive in giving prompt expression to 
their views whenever socialized pow- 
er propaganda has taken the spot- 
light. When questions have been 


asked by press representatives, the 
answer has generally been forthcom- 
ing — sometimes even anticipated. 
This has been as impressive in local 
areas as it has on the national scene, 
thanks to the growing two-way liaison 
between public relations counsel and 
executives of the operating companies. 

PIP has sought the aid of other in- 
dustries which have a common aim 
in preventing government’s complete 
control. 


pr’ has brought together and put 
to increased use some of the most 
experienced public relations talent in 
the electric industry: It has given a 
heightened sense of participation in 
the common cause. A growing inter- 
change of information and ideas 
through correspondence, as well as 
through the national and regional 
meetings, is producing a constant 
flow of creative energy from the PIP 
nerve center with its interconnections 
in 38 states. 

In short, the successive public 
opinion surveys we study confirm in- 
creasingly the impressive gains PIP is 
making in the fight to save the com- 
petitive, individual-initiative system. 

But the fight is by no means over. 
The government planners have a 
long-range program. Ours, too, is a 
long-range, expanding program to 
preserve our freedom—freedom with 
responsibility — which has_ given 
America the productive system which 
underlies the security of the nation. 





“So far we have only had a ‘flash flood’ of inflation, compared to what 
we would have by early winter without the sternest kind of steps to 


counteract it.” 


—Eric JOHNSTON, 


Administrator, Economic Stabilization Agency. 
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What a State Commission 


Does—and Why 


An analysis of the lack of public understanding of duties and 
obligations of a public service commission, and the need of 
some adequate method of informing the public that regulation 
of public utilities is based upon free enterprise within a frame- 


work of state and national constitutions. 


By THE HONORABLE JOHN C. DOERFER 
CHAIRMAN, WISCONSIN PUBLIC SERVICE COMMISSION 


HE bitterly contested issue had 
‘Tin decided. An order had been 

signed by the commission grant- 
ing an increase in streetcar fares. It 
was lower than the amount demanded 
by the transit company. The local city 
attorney issued a statement to the 
newspapers proclaiming the decision a 
victory for the public. 

A few days later, the commission 
received a copy of a bristling letter of 
protest against the decision. It was 
signed “One of the Streetcar Com- 
pany Slaves.” It read as follows: 

We admit that the American people 
are pushovers for all kinds of ridicu- 
lous propaganda. But that they be- 


lieve that the city of —-—————- won a 
victory over the blankety-blank street- 
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car company. After they fleeced us for 
a 13-cent fare is asking too much. 
That is one of the dirtiest low-down 
criminal deals. The daylight robbers 
must have 6 per cent on their invest- 
ment. Phooey. Why do we have to 
be forced to contribute to that 6 per 
cent unnecessary increase of the Shy- 
locks. 

The streetcar hogs are skinning us 
out of every cent. That —-———— fel- 
low and his crook of an attorney 
should be in jail, and that goes for 
that bunch of traitors to the state of 
Wisconsin who are masquerading as 
the public utility commission. That 
treasonable outfit are being paid by the 
taxpayers of Wisconsin to look after 
the interests of the state and all they 
ever do tho, is work for the good of 
the corporations. Getting a rake-off, no 
doubt. The state would be far better 
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off without those crooks and 

makes out he didn’t know about the 
order. After they fixed the crime up 
between them for weeks, more than 
likely. And the mayor does nothing— 
the aldermen do nothing and the city 
attorney tells us we won a victory. Ye 
Gods, 

You’d send a down and outer to 
prison for lifting five bucks but these 
daylight burglars can lift thousands of 
dollars from their helpless victims 
every day and it is OK. The public 
should boycott the skunks, buy 
bicycles. 


, es this is not representative 
of Wisconsin people or of the 
people of any other state, similar com- 
plaints received in the same tenor re- 
veal a grave lack of public understand- 
ing of the duties and obligations of a 
public service commission. Some 
adequate method should be found to 
inform the people that regulation of 
public utilities is based upon free en- 
terprise within a framework of state 
and national constitutions. Incentive 
and not punishment distinguishes a 
free country from a police state. Al- 
though people in a free country 
possess a deep suspicion and fear of 
monopolies, they have, however, de- 
veloped a tolerance for them, primarily 
because they recognize that certain 
forms of business endeavor require 
large capital outlays, a duplication of 
which is clearly an economic waste. 
Hence, in allocating certain territories 
or arteries of commercetoa monopoly, 
or keeping control of prices, services, 
and financing, the people did not aban- 
don the idea that these companies 
should have the opportunity to operate 
within the field of reasonable profits. 

Apparently a portion of the public 
has forgotten this fundamental prin- 
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ciple. It has led them into the error of 
assuming that “reasonableness” mere- 
ly means prices and services which ap- 
pear reasonable only to the public. 
That is but one side of the coin. The 
other side requires that utilities be 
given the opportunity to earn a suffi- 
cient profit on their investments so as 
to continue to attract the capital neces- 
sary to furnish present and future 
service demands. 


ene the man on the street 
realizes that public service com- 
missions must make allowances for the 
inflationary effects upon the costs of 
operation, he somehow is of the 
opinion that the utilities play a sub- 
stantial rdle in the high cost of his 
living. He should be advised that this 
is not true. The cost of living index as 
compiled by the Bureau of Labor Sta- 
tistics of consumer prices related to 
the 1939 average is up 80 per cent as 
of January 1, 1951. In Wisconsin the 
increase in the average price for 
various utility services over the 1939 
base period is as follows: 

Telephone rates up 

Gas rates up 

Water rates up 

Electric rates down 


Mass transportation up 
(Smaller communities less than 40%) 


Not only are these price increases 
substantially lower than the cost of 
living index, they constitute a minor 
portion of the family budget. Weights 
used by the Bureau of Labor Statistics 
in computing consumers’ price index 
(cost of living) indicate the following 
percentage of the family budget: 


Telephone rates 
Gas rates 


Electric rates 
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Nor can the public complain that the 
rises in prices for the various utility 
services are in the vanguard. On the 
contrary, they generally lag behind the 
upward swing of the inflationary 
cycle. Regulatory bodies before grant- 














taxes, social security taxes, and assum- 
ing two dependents, the weekly wages 
are up 126 per cent. 

If wages are cast into purchasing 
power as distinguished from the dol- 
lar increase over 1939, we find an in- 
crease of 44 per cent in Wisconsin as 
of January 1, 1951. 

As to prices received for farm 
products compared to prices paid by 
farmers for what they buy, we find an 
increase over 1939 of 36 per cent in 
Wisconsin as of January 1, 1951. 

Upon the same basis, weekly wages 





fi ing a rate increase require proof of 
= past operating experience. 
ire T= public should be advised that 
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in retail trade are up 18 per cent. 

Construction costs as compiled by 
the American Appraisal Company in 
March of 1951 were 161 per cent high- 
er than its 1939 average. 

Moreover, the public has not 
grasped the full significance of the ex- 
tent to which the increase of Federal 
income taxes has increased the cost of 
utility services. The present rate of 
47 per cent requires commissions to 
allow $1.89 for each $1 net revenue. 
If the rate goes up to 55 per cent as is 
presently rumored, then $2.22 must 
be allowed to earn $1 net. 


HE dollar flow of income taxes to 

the Federal government from the 
major Wisconsin utilities supplying 
95 per cent of the services as shown 
in the table below. 

In this matter, the commission has 
no choice. The law is clear. Income 
taxes are to be considered a cost of op- 
eration. This has been established 
since the Galveston Case was decided 
by the Supreme Court many years ago. 
To date, it is still the law and has 
never been changed. Besides it would 
be a practical impossibility to finance 
for any purpose without allowing a 
reasonable return after taxes. 

Although the public may be aware 
of the hidden taxes which they pay, it 
is doubtful that they realize what pro- 
portion of their utility charges are 
represented by taxes. Including in- 


e 


Gas Telephone Electric Total 
ae $235,398 $ 624,770 $1,916,833  $ 2,777,000 
) SaaS 462,116 1,690,692 4,996,053 ,049, 
Re 782,137 1,974,244 9,245,794 12,000,000 








216% 382% 332% 
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come taxes, state gross license taxes, 
and social security taxes, the average 
tax per telephone for the Wisconsin 
Telephone Company totals approxi- 
mately $1.38 per month. With the 
Federal excise taxes, the total tax cost 
per telephone is $2.50 per month as of 
March, 1951. 


M:*ss transportation problems are 
generally misunderstood. Apart 
from the difficulties of trying to hold 
down prices for utility services pres- 
sured upward by the tidal waves of 
numerous taxes and inflationary costs, 
a regulatory commission is confronted 
with difficult problems in the service 
aspects of utility regulation. Main- 
taining adequate transportation serv- 
ice for passengers is the biggest head- 
ache. The automobile, both within and 
between cities, has caused a serious 


problem in the maintenance of a serv- 
ice required by those who cannot 
afford an automobile, or those, who 
because of congestion, refrain from 
using their auto. 

In the field of mass transportation, 
the riding has taken on more and more 


peculiar characteristics. Although 
mass riding is on a decline throughout 
the country, the peak loads are more 
accentuated than ever before. It ap- 
pears that everybody wants to ride a 
bus or streetcar between 7 and 8.30 in 
the morning and 4 and 6 in the after- 
noon. It also appears that the time is 
ripe for city and mass transportation 
company Officials to sit down in a co- 
Operative attitude in seeking a solution 
to the traffic problems of the city and 
the operating and financial problem of 
the transportation agency. A serious 
and sincere approach must be made by 
both to work out some means of mov- 
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ing the mass of people in the larger 
cities and metropolitan areas in a more 
expeditious manner. 

This must be done soon or serious 
and costly mistakes will be made. It 
appears that the intelligent thing to do 
is for each officer of a municipal cor- 
poration to familiarize himself with 
the factual situation and then con- 
tribute both his energy and his time 
towards a realistic and practical solu- 
tion of the problem which may soon 
overwhelm the American public in our 
larger cities and metropolitan areas. 
This is beyond the scope of the public 
service commission’s jurisdiction and 
the public should be so informed. 


Ben abandonment of passenger 
train service is also a source of 
irritation. Within the past year, nu- 
merous applications to suspend or 
abandon certain passenger train serv- 
ices have been presented to the com- 
mission. 

We found that in some cases pas- 
senger trains would carry over a 100- 
mile stretch as little as four or five pas- 
sengers per train mile. This is equal to 
the carrying of four or five passengers 
for the entire trip. The passenger rev- 
enues per 100 train miles would aver- 
age about $10.50, while the cost of 
wages and fuel alone would average 
$38.85 per 100 train miles. The total 
out-of-pocket expense would equal 
$53.70 per 100 train miles. 

It would be the taking of property 
of another without just compensation 
for a commission to require such a 
service to continue. Furthermore, it 
would jeopardize the rendition of 
adequate freight service in the same 
territory, yet some members of the 
public are quite emphatic in their pro- 
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Cost of Living and Utility Rates 


LTHOUGH the man on the street realizes that public service com- 


missions must make allowances for the inflationary effects upon 
the costs of operation, he somehow is of the opinion that the utilities play 
a substantial réle in the high cost of his living. He should be advised 


that this is not true.” 





tests regarding such discontinuances. 
It is true that a loss incurred upon one 
branch of service does not warrant a 
suspension or abandonment, but when 
the losses are so disproportionate as to 
shock sound business prudence or 
judgment, the service must be per- 
mitted to be discontinued. Communi- 
ties are entitled to such passenger 
trains as they will use to the extent 
that the losses are not grossly dispro- 
portionate to the benefits conferred. 

Today the automobile is the great 
competitor of all train passenger 
travel. 


ig must be remembered that much of 
the law regarding the duty to serve 
was developed at a time when trains 
carried a substantial portion of the 
traveling public. 

In 1900, there were 9,000 persons 
per auto in the United States. 

In 1910, there were 197 persons per 
auto in the United States. 
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In 1920, there were 11 persons per 
auto in the United States. 

In 1949, there were 3.7 persons per 
auto in the United States. 

In Wisconsin, there are 2.9 persons 
per auto. 

In 1916, the railroad provided 98 
per cent of total intercity passenger 
miles. In 1941, they provided 9.3 per 
cent of total intercity passenger miles. 

The automobile has a strong appeal. 
It affords one the right to take addi- 
tional passengers free; it gives door- 
to-door service; it is not required to 
maintain a schedule; comes and goes 
as the driver pleases; there are no 
train connections to be made; and it 
provides a host of other recognized 
advantages. 

Thus, the automobile has become a 
competitor of passenger train opera- 
tions in the real sense of the word. 
Some transportation writers have 
even gone to the extent of advocating 
the relinquishment of regulation. 
JUNE 7, 1951 
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Neither Wisconsin nor any other state 
has indicated that it is ready to allow 
competition to supplant regulation in 
this field—but it does pose a possi- 
bility. 

In the interim, both cities and the 
public service commission are strug- 
gling with a Gordian knot which is 
growing tighter each month. 

Consider the additional competition 
provided by the airplane. We thought 
just a short time ago that certainly 
streamliners would continue for a long 
time to make expenses—plus. But we 
are not so sure today. During the first 
seven months of 1950 in this country, 
over 8,300,000 passengers were car- 
ried by commercial airlines. It is esti- 
mated that the total will exceed 13,- 
000,000 for the year 1950. 


HE public should also be given an 

insight as to the extent of regula- 
tion apart from the specific problems. 
For example, in Wisconsin few people 
realize that a large part of the commis- 
sion’s work has to do with the regula- 
tion of common and contract carriers 
of property by trucks over the state 
highway system. It is required not 
only to regulate competition in the field 
of rates and service but must try to 
integrate such regulation with Federal 
authorities which have jurisdiction 
over interstate commerce. 

Over 10,000 motor carrier permits 
and operations are regulated by the 
commission; however, the policing 
for unauthorized operations, as well 
as violations for overloading, are dele- 
gated to other state agencies over 
which the Wisconsin commission has 
no control. 

Simple and repeated explanations of 
such divided authority may save com- 
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missions much undeserved criticism. 

The Wisconsin commission also has 
jurisdiction over the water levels and 
beds of lakes, erection of structures, 
such as dams in rivers, establishment 
of shore lines, contracts for removal 
of material from lake beds, and certain 
aspects of stream diversion for irriga- 
tion. There are 8,624 lakes and ap- 
proximately 1,600 rivers and streams 
in Wisconsin. 

The commission is also required to 
determine when and how the 8,800- 
odd railroad grade crossings in Wis- 
consin are to be protected. The state 
has appropriated $250,000 per year as 
its contribution to improve grade- 
crossing protection. It is the duty of 
the Wisconsin commission to appor- 
tion the costs between the state and 
the railroads. The state contribution 
cannot exceed 50 per cent of the actual 
costs. 


. I ‘HE following is a brief summary 
of the duties of the Wisconsin 
commission : 


A. General 

(1) Determines reasonable charges 
for services rendered within the con- 
stitutional and legal limits for a fair 
rate of return upon property dedicated 
to a public use. 

(2) Devises a uniform system of 
accounts. 

(3) Audits financial reports and 
accounts. 

(4) Checks property records and 
valuations thereof. 

(5) Examines and passes upon 
feasibility of new construction. 

(6) Examines, approves, or dis- 
approves financial transactions; that 
is, the amount and kind of securities 
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to be issued and their proportions or 
ratios. 

(7) Inspection in compliance with 
safety rules, orders, or regulations. 

(8) Examination of transactions 
between affiliated interests. 

(9) Establishment of minimum 
service standards. 

(10) Passes upon applications for 
extension of service. 

(11) Investigation of complaints. 

(12) Conducts investigation and 
hearings of any matters brought be- 
fore the commission. 
B. Relating solely to dams 

(1) Determines whether the statu- 
tory prerequisites have been estab- 
lished in the permitting of dams. 

(2) Approves construction plans. 

(3) Passes upon the diverting or 
changing of the water flowage or level 
of impounded waters. 
C. Relating solely to railroads 

(1) Regulates speed at crossings. 

(2) Determines necessity for cross- 
ing protection. 
D. Relating solely to motor carriers 

(1) Issuance of certificates or 
licenses and amendments or assign- 
ments of them. 


To do this work, the commission 
has a staff of 127 people. 


Gyemen work loads and problems 
can be found in most state com- 


missions. Some means should be 
found to keep the public informed. 
Few commissions can hope to escape 
criticism—fair or otherwise. This is 
beside the point. An uninformed pub- 
lic can during moments of hysteria 
clamor for changes in the funda- 
mental regulatory laws which may do 
more harm than good. 

Perhaps more space should be de- 
voted to a restatement of American 
fundamental principles and the eco- 
nomic facts of life. Or in lieu there- 
of, the commissioners should prepare 
their own press releases in the more 
important cases in simple and non- 
technical language which points up 
the basic reasons which impel the de- 
cision. 

Frequently, the common man com- 
plains that he has no opportunity to be 
heard. Generally he is a daytime 
breadwinner. He requests an oppor- 
tunity to be heard at an evening ses- 
sion. He does not realize that it is a 
practical impossibility for the com- 
mission or its key staff men to work 
both day and night. Notwithstanding 
the danger of establishing a round- 
the-clock precedent, the Wisconsin 
commission recently granted such a 
request. It involved an increase in 
rates for a utility located in a large 
metropolitan community. After the 
main record had been made during 
regular business hours, a night session 
was ordered, limited to oral summa- 


Few commissions can hope to escape criticism—fair or 


q “Some means should be found to keep the public informed. 


otherwise. This is beside the point. An uninformed public 
can during moments of hysteria clamor for changes in the 
fundamental regulatory laws which may do more harm than 
good.” 
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tion of the facts and law by the at- 
torneys representing the conflicting 
interests. By tacit agreement both the 
public and local public officials were 
permitted to argue the merits in the 
record—“plus.” It was a meeting in 
the finest tradition of the town hall 
peculiar only to America. In fact, it 
was a stimulating and educational ex- 
perience for all participants, including 
the commissioners. All sides learned 
firsthand the genuine problems of the 
others in an orderly manner. 


N°? commission can accommodate 
too many night meetings; how- 
ever, such nightly summations in a 
few cases of wide public interest 
afford an excellent vehicle to the in- 
terested parties to reach an insight and 
understanding of each others prob- 
lems and difficulties. 

It was also apparent that the pub- 


lic had little or no knowledge of the 
functioning of the commission’s tech- 
nical staff. Perhaps we could take a 
cue from modern industry. Periodical 
invitations to the public to inspect the 
commission offices would go a long 
way in reassuring the public that their 
interests are in conscientious hands. 

It has also been suggested that the 
commissioners avail themselves more 
frequently of opportunities to address 
luncheon and civic groups. Members 
of the legislature, as well as the gov- 
ernor, should be kept currently in- 
formed by periodic reports and copies 
of important decisions. Whatever the 
medium, it is imperative that some 
means be found to bring to the public 
sufficient understandable information 
so as to direct criticism along con- 
structive channels. A democratic gov- 
ernment has no greater enemy than an 
uninformed public. 





“of does seem at times that the impost limitations and 
economic controls are coming too fast for the country to 


absorb, or adjust to. Certainly the lack of economic sanity in so 
many of the things being done, contains the possibilities of 
eventual disaster. Just the same, and conceding that the re- 
strictions on free choice have limited the means by which busi- 
ness can develop and grow, the key essentials of freedom still 
remain in the hands of businessmen. 

“The particular genius of the American form of representative 
government was its foundation on the rights of individuals, and 
on the exercise of responsibilities by individuals. From the town 
meeting to the national Congress, it was intended that the voices 
heard should be the voices of individuals. Their voices were not 
to be segregated according to economic interest. Men were not 
classified by occupation. Only geographically. We see this 
cardinal principle often violated today. Political institutions 
are changing so as to encourage our division into castes and 
blocs. We see the manipulation of these blocs, so as to silence the 
voices of individuals. We have come to see formation of monoply 
power encouraged in other organizations. These speak, not with 
the voices of individual members, but with those of self-per- 
petuating leaderships.” 

—K. T. Ketwer, 
President, Chrysler Corporation. 
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Stockholder Organizations and 
The Utility Companies 


Stockholders own the corporation—they divide its profits and 

share its losses. Whatever benefits the corporation increases 

the profits of the owners. Whatever injures the corporation is 
reflected in losses to the owners. 


By M. H. FRANK 
VICE PRESIDENT, WISCONSIN POWER & LIGHT COMPANY 


HEN all is said and done, it 
W should be remembered that 
the modern corporation is es- 
sentially a mechanism that enables a 
large number of individuals to pool 
their resources and do together what 
they cannot do separately. The stock- 
holders own the corporation; they 
divide its profits and share its losses. 
Whatever benefits the corporation in- 
creases the profits of the owners. 
Whatever injures the corporation is 
reflected in losses to the owners. 
These simple facts furnish the funda- 
mental justification for the formation 
of stockholders’ organizations. 

In 1934 the stockholders of the 
Wisconsin Power & Light Company 
in the territory it served were or- 
ganized. Meetings of stockholders 
were called in each of the company’s 
fifteen operating districts; all of the 
stockholders in these areas were in- 
vited to attend. The president or vice 
president of the company was present 
at each meeting and made a candid re- 
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port on the corporation’s condition 
and prospects, favorable and unfavor- 
able. 

Charts were used to illuminate 
statistical data. Questions, comments, 
and suggestions were solicited. At 
practically all of the meetings there 
were several stockholders who ex- 
pressed dissatisfaction with some of 
the company’s activities and policies. 
These criticisms were discussed 
frankly and dealt with in a friendly 
way. 


AS a result of these gatherings, each 
group of stockholders voted to 
organize and elect a committee to 
speak for them. The committees 
varied in size from five to fifteen 
members. The committee membership 
constitutes a representative cross sec- 
tion of all walks of life—housewives, 
professional men and women, farm- 
ers, retired individuals, skilled and 
unskilled laborers, business execu- 
tives, clerks, salesmen, etc. The fol- 
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lowing analysis shows the personnel 
of the stockholders’ committees by oc- 
cupation : 
ANALYSIS OF STOCKHOLDER 
CoM MITTEES 


Number of Committees 
a -~ of Committee Members 


Committee Members Classified by 
Occupation 


Housewife 

Laborer—Skilled and Unskilled 
Clerical 

Farmer 

Doctor 

Lawyer 

Business—Retail 

Municipal Employees 
Miscellaneous 

Educators 


For seventeen years the officers of 
the company have continued to meet 
with these committees at regular inter- 
vals, usually twice a year. Where 
serious local problems affecting the 
company’s welfare have arisen, meet- 
ings have been held as often as eight 
times in a year. Following every com- 
mittee session, a report has been 
mailed to all of the stockholders in the 
particular area over the signature of 
the committee members for their re- 
spective areas. 

Now let us summarize what these 
organizations already have accom- 
plished and indicate what promise they 
hold for the future. 


Dissemination of Information 


aw that a utility company is 
doing a sound and efficient job, 
it should be especially eager to spread 
throughout the community it serves a 
maximum of information concerning 
its operations. If a corporation is to 
enjoy the complete confidence and the 
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enthusiastic support of its stockhold- 
ers, regardless of where they live, the 
first requisite is that it give them a 
clear, complete, and accurate picture 
of its problems, procedures, and plans, 
It is the duty of management to keep 
the owners fully informed concerning 
all the essential aspects of their com- 
pany and of the industry in general. 

At this point the stockholders’ com- 
mittees can render invaluable assist- 
ance. They can get important facts to 
fellow stockholders, employees, and 
the community which they serve more 
effectively than can any other agency. 
Factual data released through local 
committee members have a personal 
quality and a touch of authenticity 
which can be imparted to them in no 
other way. (These committees also 
function beneficially in the reverse 
direction; they collect and bring to 
management the opinions, points of 
view, and feelings of stockholders, 
employees, and customers.) This 
process results in a better understand- 
ing and a fuller appreciation of the 
company’s operations and problems, 
by all parties concerned. 

The committees have sponsored 
public plant inspections and open- 
house programs. They have assisted 
in developing an elaborate portable 
exhibit representing the company’s 
territory, its physical property, and its 
opportunities for increased service to 
its public. 


Assistance in Financing 


ae financing of utilities has un- 
dergone sweeping changes in the 
past twenty-five years. In the old days, 
the operating company usually sold its 
stock to a holding company which, in 
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OWNERSHIP OF WISCONSIN POWER & LIGHT COMPANY STOCK 


Total Number Shares Owned 
Of Shares In Wisconsin Per Cent 
Common (7-31-50) 662,630 34.5 
Preferred (12-31-48) 130,000 116,875 90.7 


2,049,872 779,505 38.0 


Common (3-7-51) 1,921,388 808,444 42.0 
Preferred (12-31-48) 130,000 116,875 90.7 


2,051,388 925,319 45.1 


Increase in Common 
3-7-51 over 7-31-50 145,814 22.0 


Par Value of 
Stock Owned 
Par Value In Wisconsin Per Cent 
Common (7-31-50) $19,198,720 $ 6,626,300 34.5 
Preferred (12-31-48) 13,000,000 11,687,500 90.7 


$32,198,720 $18,313,800 57.0 


Common (3-7-51) $19,213,880 $ 8,084,440 42.0 
Preferred (12-31-48) 3,000,000 11,687,500 90.7 


$32,213,880 $19,771,940 61.4 


Stockholders 
Total Number Living 
Of Stockholders In Wisconsin Per Cent 
Common (7-31-50) 7,126 38.0 
Preferred (12-31-48) 12,045 91.2 


19,171 60.0 


Common (3-7-51) 8,677 44.0 
Preferred (12-31-48) 12,045 91.2 


20,722 62.8 


Increase in Common 
3-7-51 over 7-31-50 - 1,551 22.0 





turn, had to face the problem of sell- firing line, competing with other in- 
ing its own stock to investors. It was vestment opportunities. But in our 
the holding company that was on the case the holding company has passed 
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from the scene. Today the operating 
company has no place to go for new 
capital except to its present stock- 
holders and to other potential inves- 
tors in the general public. If it is to 
remain healthy and grow with the 
community it seeks to serve, it must 
be able to convince those with money 
to invest that its future is safe and 
that it will be able to pay dividends as 
high as—or higher than—other cor- 
porations. Thus, if stockholders are 
organized and represented by effective 
committees, they are in a strategic 
position to help their companies and 
themselves by practically guarantee- 
ing the necessary flow of investment 
dollars into the expanding industry. 
These stockholders’ committees are 
very effective in developing and sup- 
porting financing programs. There 


has been very active codperation be- 


tween the securities dealers in the ter- 
ritory and the members of the various 
committees. Through this codpera- 
tion, stockholders in the territory are 
better informed of the company’s ac- 
tivities, including new stock offerings, 
and, through active participation of 
securities dealers, stockholders are en- 
couraged to subscribe for new offer- 
ings. In addition, the committee mem- 
bers, between financing programs, are 
active in placing stock ownership from 
outside the territory into the territory. 


HE results of committee activity 

in this direction may be seen in 
the table on page 781, showing the in- 
crease in the number of stockholders 
in Wisconsin. These data seem to pre- 
sent conclusive evidence of effective 
committee action in promoting the 
financing of a growing business. Of 
course, it is not claimed that the stock- 
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holders’ organizations deserve all o 
the credit. Nevertheless, they un 
doubtedly have made a substantia 
contribution to the solution of one of 
the industry’s major financial prob 
lems—that of the favorable sale of it; 
capital stock, both common and pre 
ferred. 


The Protection of Invested Capital 


N” only do stockholders’ com 

mittees bring new capital intd 
the business, they also occupy a key 
position in protecting their investment 
against unfair government regulatio 

and legislation. A stockholders’ com 
mittee frequently has more influence 
with regulatory commissions and 
legislators than management or paid 
lobbyists ever can have. They are not 
the employed officials of a utility ; they 
are the citizens who own it. When the 
members of such a group appear at a 
hearing, they are speaking for their 
own property rights. The committees 
of the Wisconsin Power & Light Com- 
pany have carried great weight in 
municipal ownership campaigns. Fre- 
quently they have made their voices 
heard in opposing legislation harmful 
to their interests and in supporting 
bills which they have regarded as bene- 
ficial. 

These organizations have made 
utility stockholders and the general 
public increasingly aware of the men- 
ace of unfair and unwise government 
competition with private business. 
They have been vocal in their opposi- 
tion to the free-and-easy spending of 
the taxpayers’ money in duplicating 
power plants and transmission lines 
for political purposes. 

Business-managed tax-paying util 
ity companies now have over 3,000,- 
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000 stockholders (and furnish electric 
light and power to 80 per cent of the 
consumers) in the United States. 
Naturally enough, the companies want 
to use every legitimate means for the 
protection of their property. Certain- 
ly they do not want to become involun- 
tary investors in government utilities 
and thus be forced to compete with 
themselves. 


| perrcary organization of stock- 
holders’ committees could wield 
great power in protecting legitimate 


do other national organizations seek- 
ing to safeguard their own interests. 
They could speak in tones that would 
be heard in congressional halls for the 
inarticulate masses of those whose sav- 
ings have made it possible to build up 
the utility industry and which savings 
now are threatened by unfair and un- 
economic government competition. 
Until all utilities organize their stock- 
holders, they will not be protected as 
they have a right to be. Stockholder 
organizations furnish a real pattern of 
hope for the future; they enable the 


corporation to make full use of its 
most vital and natural support. 


investments in the utility industry. 
They could, and should, function as 
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Engineers Reflect Radio Waves Around Mountain 


Ww engineers still haven’t found a convenient way to move moun- 
tains, they claim they've done the next best thing. A. A. Johnson, 
manager of central station engineering for the Westinghouse Electric 
Corporation, reports that radio waves are being “bounced” around a 
mountain in Pennsylvania. A microwave communication system recently 
installed between a substation and generating plant of the Pennsylvania 
Electric Company at Johnstown has shown the reflection principle to be 
both efficient and economical. The substation and generating plant are 
12 miles apart and the expense of installing and maintaining multiple 
telephone lines for control purposes would have been considerable. 

Microwaves seemed to offer a solution. However, like in television, 
these waves travel only in a straight line and at the Johnstown installation 
there is a large hill between the substation and the generating plant. 
Since the waves would not go over this hill or through it, the beam was 
reflected around it. 

In operation the microwaves are beamed at a large aluminum reflector 
sheet placed some two miles from the substation. This sheet, which 
measures 20 feet square, is mounted on a 50-foot tower and is in the 
“line of sight” of both the substation and the generating plant. Micro- 
waves striking this mirror-like reflector are deflected around the side 
of the mountain to the receiving apparatus. 

This “bent” radio beam makes tt possible for the load dispatcher 
at the substation to have direct control of activities at the generating 
plant in order to meet varying power requirements. Measurement of 
load flow, as well as operation of circuit breakers and other equipment, 
can be handled quickly and efficiently. 

The two-way microwave installation operates either by voice or elec- 
trical impulses. When the former is used, seven voice conversations can 
be sent simultaneously. 
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Private Power Plans in Missouri 


Missouri keeps pace with the rest of the nation in 

customer growth. Some facts about power demands 

of rural cooperatives in that state and how they are 
met. 


By JAMES M. STAFFORD, JR.* 


ISSOURI is not a desert geo- 
M physically. Its 1949 ranking— 
seventh place among the 48 
states in gross cash farm income— 
should prove the statement. 
Nor is Missouri a desert electrically. 
However, the word “desert” has 
been employed by certain public pow- 
er proponents in and out of govern- 
ment to describe Missouri’s electric 
power availabilities. In truth, it 
would appear in the eyes of these 
gentlemen that most of the United 
States should be labeled as a “Great 
Electrical Desert.” But especially, 
they say, does it apply to Missouri— 
for the convenient reasons needed to 
promote public power in that state. 
These are the same people who, not 
content with the simple “power short- 
age”’ battle cry, have conjured up the 





*Director, advertising and publicity depart- 
ment, Kansas City Power & Light Company. 
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ingenious philosophy of the “con- 
cealed power shortage.” Not only, 
they claim, are the private electric 
companies ’way behind actual de- 
mands, but also they are retarding in- 
dustry which would develop a power 
demand if the companies would de- 
velop more power-generating capaci- 
ty! 

Such philosophy may suggest re- 
newed research into the “chicken-or- 
the-egg”’ puzzler. But, more seriously, 
it presupposes complete lack of in- 
terest—yea, thorough reluctance—on 
the part of electric companies in ex- 
panding their systems for the purpose 
of supplying service to more customers 
and building greater revenues. 


greene gained electrical notoriety 

during early 1950 by reason of 
its choice as a “proving ground” for 
the furtherance of government power 
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PRIVATE POWER PLANS IN MISSOURI 


under a new kind of “arrangement” 
between the Rural Electrification Ad- 
ministration and the Southwestern 
Power Administration. 

In brief, two super cooperatives in 
the state, Central and Northwest, had 
received by January of last year REA 
funds in excess of $33,000,000 for the 
construction of two _ steam-electric 
generating plants totaling 55,000 kilo- 
watts in capacity and of 1,710.5 miles 
of 154,000- and 69,000-volt transmis- 
sion lines. (Of the total mileage, 112.5 
miles are existing lines to be acquired 
from member codperatives.) Under 
the plan, SWPA would buy the entire 
output of the plants and then sell the 
cooperatives their power require- 
ments. Also, SWPA would “lease” 
402 miles of the 154,000-volt lines, 
182 miles of which would run from 


near Jefferson City, and 220 miles 
from near Missouri City, to the Bull 
Shoals reservoir project in Arkansas. 
In addition, SWPA would lease the 
entire 69,000-volt transmission sys- 
tem to be constructed by Central and 
Show-Me, with an option to purchase 
all of the transmission facilities of 
Central, Show-Me, and Northwest at 
any time during the 40-year term of 
the contract. 


1Ten Missouri and Arkansas electric com- 
panies filed a “complaint for injunctive, declar- 
atory, and other relief” on October 3, 1950, 
in the U. S. District Court in Washington, 
D. C., against REA Administrator Claude R. 
Wickard, SWPA Administrator Douglas G. 
Wright, and Secretaries Chapman, Brannan, 
and Snyder, of the Interior, Agriculture, and 
Treasury departments, respectively. The pur- 
pose of the suit, in general, is to obtain a judi- 
cial opinion on the REA-SWPA “plan” in- 
augurated in Missouri. A motion by the de- 
fendants to dismiss the suit was denied on 
January 22, 1951. 





) 
: v 
y, ‘ TABLE I 
* Data on Major Electric Utilities in Missouri 
e- 
Per Cent 
- Taxes Paid (Thousands of Dollars) 1940 1949 Increase 
oT Federal Taxes 
a RR ee en are re $1,829 $5,549 203 
Electric Energy Tax and Other Federal Taxes .... 1,223 1,964 61 
ee  ionigccideacbeccarmesaneeene $3,052 $7,513 146 
| Missouri State and Local Taxes 
4 I aie eae nh dig pihia oe wean $ 113 $ 177 57 
i Personal and Property Taxes .........cscscccece 2,581 4,005 55 
Franchise, Merchants License, and Municipal Gross 
’ NE I on ds ovine 6 edeeaeaNe dwiein 862 2,855 231 
. Other State and Local Tames ....0026...cccccscsec. 68 25 63* 
' } Total State and Local Taxes ..........-20+++ $3,624 $7,062 95 
, Federal and Missouri Social Security and 
DOES BIE 666.6 kn -6accscccnccescaseces $ 433 $ 423 2* 
| Total Taxes Paid (Thousands of Dollars)... $7,109 $14,998 111 
| Net Energy Sold (Thousands of Kilowatt Hours).... 2,733,702 5,243,632 92 
Taxes Paid Per Kilowatt Hour Sold (Cents) ........ 0.260 0.286 10 
Revenue From Electrical Operations 
i Se Oe 6 aa nsheennnsaedeeeeee 52,813 96,974 84 
Average Revenue per Kilowatt Hour (Cents) ........ 1.931 1.849 4.24* 
Average Revenue per Kilowatt Hour Less Taxes (Cents) 1.671 1.563 6.41* 
' *Denotes decrease. 
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TABLE II 


System Demands and Dependable Capacities 
Major Missouri Electric Utilities 


Total System 
Year Demand (KW) 
er eee 824,465 
BE Sintasdiwesddeukawadkasumaas 1,581,340 
DE cinegchauneysveanecaneseed 1,726,060 
A ere 1,920,920 
SE ix accdenvtthesentaiesande 2,036,730 
aa arr 2,099,690 
Cd nktagwasauukawakuwseae nich 2,209,110 





Per Cent 
REA 
Maximum 
Total System Demand to 
Dependable Per Cent Total 
Capacity (KW) Reserve emand 
1,158,933 28.8 0.3 
1,817,522 12.9 5.6 
1,988,892 13.2 6.0 
2,133,572 9.9 6.3 
2,450,052 16.8 6.7 
2,428,902 13.5 7.3 
2,595,562 14.8 7.5 


Notes: (1) Information on which above table is based was assembled in December, 1950. 
(2) Figures of dependable capacity for future years assume that materials and 


equipment can be obtained. 





Stated purposes of the arrangement 
between the two Federal agencies were 
“to provide more power in an area 
where there is a power shortage” and 
“to afford lower rates for the rural 
cooperatives.” 


HAT kind of state is Missouri 

economically? How does it 
rank, for example, with Tennessee? 
What has been its progress elec- 
trically? 

Despite Missouri’s continuing 
growth commercially and industrially, 
its primary economy derives from 
JUNE 7, 1951 
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agriculture and the processing of agri- 
cultural products. It ranks eighteenth 
among the states in land area, and 
twenty-first in population density per 
square mile. It ranked twenty-fourth 
among the states in 1949 in per capita 
income tax payments. 

Tennessee ranks thirty-third in land 
area but sixteenth in population den- 
sity. Its rank was forty-third in 1949 
income tax payments per capita—the 
same rank it held in 1933! 

At the end of 1949, 185,100 of 
Missouri’s 242,934 farms, or 76.2 per 
cent, were on power lines, whereas 
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Tennessee had 77.3 per cent farm elec- 
trification. The national average for 
that year was 85.2 per cent. 

It is of interest to point out that 
Missouri has kept pace with the na- 
tion in various electric customer classi- 
fications during the period 1940-1950. 
While the total electric light and pow- 
et industry, public and private, in- 
creased the number of its customers by 
42 per cent, the major electric com- 
panies in Missouri*® increased their 
customers by 40 per cent. Notable in- 
creases were made in the commercial 
and industrial classifications. 

Utility plant accounts of the 11 

Missouri companies increased by more 
to than 50 per cent during the period 
! 1940-1950. The additional millions of 
dollars represent investments in new 
generating stations as well as in trans- 
formers, transmission and distribu- 
tion lines, and other customer service 
4 facilities. 
The increase in public utility plant 
i by all of the nation’s class A and B 
4 utility companies for the period 1939- 
1948 was 26 per cent, or at a rate ap- 
proximately one-half that of the Mis- 
souri utilities. 
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companies under discussion in- 
creased from around 824,000 kilo- 
watts in 1940 to 1,581,000 in 1950, or 
by 92 per cent; the system dependable 
capacity increased by 57 per cent. The 
system demands for 1955 are expect- 


) 
| | T= total load served by the 11 





2 Arkansas-Missouri Power Company; Con- 
sumers Public Service Company; Kansas City 
Power & Light Company; Missouri Edison 
Company; Missouri Gas & Electric Service 
Company ; Missouri Power & Light Company ; 
Missouri Public Service Corporation ; Missouri 
Utilities Company; St. Joseph Light & Power 
pany; Union Electric Company of Mis- 
souri; and Empire District Electric Company. 
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ed to total 2,209,000 kilowatts, and 
the capacity during that year is esti- 
mated at 2,596,000 kilowatts. 

To tie the state’s two largest electric 
systems together, Kansas City Power 
& Light Company and Union Electric 
Company of Missouri (St. Louis) are 
constructing a high-voltage transmis- 
sion line interconnection. The 16l,- 
000-volt line, scheduled for comple- 
tion in mid-1952, will have a capacity 
of 70,000 kilowatts and permit inter- 
change of power between the Kansas 
City and St. Louis systems. The Kan- 
sas City Company will build 103 miles 
of the line to a point near Moberly, 
and Union Electric will build the re- 
mainder of the line, approximately 
100 miles, to that company’s Osage 
plant on the Lake of the Ozarks. There 
are four 138,000-volt circuits out of 
Osage, two running directly to St. 
Louis and two by way of Rivermines. 
The plan will provide a greater, more 
dependable power supply for custom- 
ers of Missouri Power & Light, Mis- 
souri Gas & Electric, and municipali- 
ties and REA cooperatives in central 
and north central Missouri. 

Kansas City Power & Light has 
been interconnected since the summer 
of 1948, by a 154,000-volt line, with 
St. Joseph Light & Power, Iowa Pow- 
er & Light (Des Moines), and Iowa- 
Illinois Gas & Electric (quad cities). 
This line has a capacity of 70,000 
kilowatts also. 


8 gory are two examples of present 
and planned interconnections in 
the state, all designed to strengthen the 
quality of electric service and con- 
stituting, ipso facto, additional power 
resources for Missouri. These tie lines 
permit greater utilization of the more 
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efficient generating units of the par- 
ticipating companies, the convenient 
scheduling of necessary maintenance 
of the major units of each, and the 
interchange of energy. 


€ eerie: power promoters 
have implied that the size of the 
rural codperative load in Missouri is 
so great and the prospects of its 
growth so bright that they doubt the 
ability of the electric companies to 
supply it. What are the facts? In 1940 
the total maximum demand of co- 
Operatives in the state served by the 
11 companies represented 0.3 per cent 
of the total system demand of the 
companies; in 1950 it had grown to 
5.6 per cent. Conservative projection 
discloses that the total rural codpera- 
tive demand, assuming twice the 1950 
demand, will represent only 7.5 per 
cent of the total 1955 load. 

The 11 Missouri companies now 
operate 6,500 miles of high-voltage 
transmission lines; and of their 24,- 
000 miles of distribution lines, 15,000 
miles, or 62.5 per cent, are devoted to 
rural service. On the basis of approxi- 
mately 73,000 rural customers, the 
customer density is 4.8 per mile. 

Rural electric codperatives in the 
state were operating 42,419 miles of 
distribution lines as of June 30, 1949, 
serving a total of 145,261 customers, 
for a customer density of 3.4 per mile 
of line. 

Forty-five of Missouri’s 81 REA 
cooperatives purchased 310,543,934 
kilowatt hours during the year ending 
June 30, 1950, from Missouri electric 
companies, representing 89 per cent of 
their requirements. The average cost 
to the cooperatives for power pur- 


chased from private suppliers was 
0.97 cents per kilowatt hour, the 
average cost of power purchased from 
public suppliers was 1.32 cents, and 
the average cost of all power pur. 
chased was 1.01 cents. The average 
cost for all REA codperatives in the 
country was 0.86 cents. 

The average retail rate paid by 
members of Missouri codperatives 
was 3.108 cents per kilowatt hour, ac- 
cording to the 1949 annual report of 
the Rural Electrification Administra- 
tion. (The 1950 annual report is not 
available.) The average use per REA 
customer in 1949 was 1,954. 


Sh principal electric companies in 
Missouri paid a total of $15,000,- 
000 in taxes in 1949 (covering electric 
operations only within the state), an 
increase of 111 per cent over those 
paid in 1940. Federal taxes (exclu- 
sive of social security taxes) in- 
creased 146 per cent in the 10-year 
period, and state and local taxes in- 
creased 95 per cent. The greatest in- 
crease in the Federal tax category was 
the 203 per cent for income taxes; 
and the largest increase in the state 
and local tax group was the 231 per 
cent in franchise, merchants license, 
and municipal gross receipts taxes. 

In summary, it may be said that the 
major electric companies operating in 
Missouri have kept pace with the rest 
of the nation in customer growth, that 
they have been planning—are plan- 
ning now—to meet adequately the 
state’s electric power requirements, 
and that they are both willing and able 
to supply the entire present and future 
demands of REA coéperatives at rea- 
sonable wholesale rates. 
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Financial News 
and Comment 






By OWEN ELY 


Trends in the Electric Light and 
Power Industry 


N the occasion of the Edison Electric 
Institute convention, it may be 
worth while to attempt a brief reappraisal 
of the electric power and light industry 
—how far it has come, where it is headed, 
and what are its major problems. 

Vast changes have taken place since the 
1920’s when regulatory standards were 
less rigid, and promoters sought to capi- 
talize on the industry’s rapid growth by 
pyramiding of holding company securi- 
ties. 

One of the last of the big holding 
companies, Associated Gas & Electric, 
has now been completely integrated, as- 
suming that the SEC staff program is 
accepted. While the utilities division of 
the SEC still has some odds and ends 
of work to do in processing the holding 
companies, the program seems about 90 
per cent completed. Only four of the 
major holding companies—Standard Gas 
& Electric, Electric Bond and Share (to- 
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gether with its subholding company, 
American & Foreign Power), New Eng- 
land Public Service, and International 
Hydro-Electric remain to be streamlined. 
In another two or three years the work 
should be virtually completed. 

During this period of super regulation 
which is now drawing to a close, Wash- 
ington was able to impress its ideas on 
many of the state commissions. A major 
example of this was the rather general 
adoption of the concept of “original cost 
when first devoted to public service.” This 
idea was closely allied with the “prudent 
investment” concept, except that the lat- 
ter was much vaguer and subject to pos- 
sible exploitation, Due to direct regula- 
tion by the state commissions, and direct 
orders or indirect pressure from the SEC 
and FPC, probably some 80 or 90 per 
cent of the electric utility companies have 
now converted their plant accounts to an 
original cost basis (except as reported to 
the Treasury Department for tax pur- 
poses). 

The blow was a severe one to most 
holding companies and their subsidi- 
aries, since it required large injections 
of equity money from the parent compa- 
nies in order to offset the worst effects 
of the write-offs, but the net result was a 
financial strengthening of these compa- 
nies at the time of their transfer to the 
hands of public stockholders. 


nes concept which threatened the 
earning power of the utilities—ap- 
plication of the retroactive straight-line 
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theory of depreciation reserves—has been 
less widely applied. The New York com- 
mission, under the leadership of former 
Chairman Maltbie, tried to enforce the 
concept rigidly, but the utilities received 
protection from the courts and the idea 
has not been widely applied. However, 
the average depreciation and amortization 
reserve in 1949 for all class A and B elec- 
tric utilities approximated 21 per cent of 
gross plant, compared with less than 13 
per cent a decade earlier, indicating that 
the pressure for heavier reserves has been 
partially effective. The reserve ratio rose 
steadily during 1939-45 due not only to 
larger depreciation accruals, but also to 
the substantial plant write-offs. It re- 
mained steady around 22 per cent during 
1946-48, but dropped below 21 per cent 
in 1949-50 as the result of the big con- 
struction program. 


TS difficulty with these plant write- 
offs and increased depreciation re- 
serves over the past decade was that they 
reduced the rate base, sometimes in a 
purely arbitrary way, and paved the way 
for some drastic rate cuts (such as the 10 
per cent cut in Consolidated Edison’s 
electric rates made by the New York 
commission in January, 1949). While 
exact figures are not available, it appears 
likely that the rate base of the average 
electric utility was reduced by some 
10-20 per cent during the decade ending 
in 1949 (disregarding new construc- 
tion). During the decade net plant ac- 
count increased only 39 per cent, while 
generating capacity increased 62 per cent 
and electric output gained 132 per cent. 

Fortunately, most of the state commis- 
sions have permitted plant acquisition ad- 
justments (Account 100.5) to be amor- 
tized over a 15-year period. Where such 
amortization is “above the line’”—unfor- 
tunately we have no combined figures to 
show the proportion thus charged—the 
amortization has usually been accepted by 
state commissions in determining the rate 
of return, and in regulating rates, Thus 
not all stockholders have been penalized 
for these write-offs. However, the fact 
that the amortization is not recognized 
by the Treasury Department, until the 


whole amount has finally been written off, 
results in heavier current taxes. 


Lb pone the 1930's and 40’s the utility 
consumer has been the great bene- 
ficiary of (1) improved design for gen- 
erating equipment, (2) the heavy installa- 
tion of new equipment, (3) the growing 
interconnection of utilities, (4) the more 
intensive use of equipment, with smaller 
reserve capacity, and (5) the constant 
regulatory pressure to cut rates and hold 
earnings to a “fair return” on a written- 
down rate base. The residential kilowatt- 
hour sale price of electricity dropped from 
10.5 cents in 1907 to 2.88 cents in 1950, 
or a decrease of 73 per cent. If adjustment 
be made for the purchasing power of 
money, residential electricity today costs 
only about 11 per cent of the price in 
1907. During the last decade alone the 
price has declined 55 per cent after such 
adjustment. 

The decline in the over-all average rate 
(for all sales of electricity by private util- 
ities) has been less spectacular than the 
residential, but nevertheless was quite 
substantial. In terms of the 1940 dollar, 
the average revenue per kilowatt hour to 
all ultimate consumers (1.81 cents) is 
actually only about 1.06 cents in purchas- 
ing power as contrasted with 2.06 cents 
in 1940 and 2.30 cents in 1938. 

Last year the average rate to all cus- 
tomers dropped about 3 per cent (about 
the same as residential rates), and this 
year the decline is still continuing, In 
the month of February, for instance, total 
sales of electric energy were 14.9 per cent 
over last year while revenues increased 
only 11.9 per cent. Thus the down trend 
in rates continued despite the further 
shrinkage in the value of the dollar and 
the substantial increase in Federal taxes 
on utility earnings. 


HILE in the 1920's the utility stock- 
holder was unduly favored at the 
possible expense of consumers, since 1933 
he appears to have been the “forgotten 
man.” 
The year 1926 used to be consid- 
ered a “normal year” in statistical tabu- 
lations. In that year the utilities carried 
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PUBLIC UTILITIES FORTNIGHTLY 


down to net income (available for pre- 
ferred and common dividends and sur- 
plus) about 29 per cent of revenues. By 
1929 the ratio had increased to 32 per 
cent. But since that time the ratio has 
been consistently declining. In 1934 it was 
only 24 per cent, largely as a result of the 
depression, and it remained at that level 
five years later. During World War II 
heavy taxes depressed the percentage to 
17-18 per cent. In 1946 there was a tem- 
porary recovery to 21 per cent, but last 
year with taxes again soaring the ratio 
dropped to 184 and indications are that 
it will be lower this year. Thus the stock- 
holder’s share of the revenue dollar has 
shrunk 42 per cent since 1929, 


to decline in dividend payments to 
common stockholders, in relation to 
revenues, has also been startling. Jn 1932 
(at the bottom of the depression) com- 
mon stockholders received an estimated 
184 cents of the revenue dollar in divi- 
dends. By 1937 the proportion had 
dropped to 14 cents, by 1945 to 9 cents, 
and last year it approximated 10} cents. 
However, these comparisons are not very 
accurate, because in earlier years the divi- 
dends paid by operating companies large- 
ly went into the hands of holding compa- 
nies. 

A more practical comparison is to 
show the payments made by publicly held 
operating companies, as in the accom- 
panying table. If adjustment were also 
made for the inroads of heavier individual 
income taxes—arriving at “take-home” 


= 


dividends, so to speak—the results would 
be much worse, of course. 

Cleveland Electric is the only company 
of the ten whose adjusted dividend rate 
makes a favorable comparison with 1929. 
in the latter year the company split its 
stock 10-for-1 and paid only $1.30 out 
of available earnings of $4.40 a share— 
earnings which have not been equaled in 
recent years. 


gh electric utilities have been en- 
gaged in a tremendous building pro- 
gram in recent years. Net utility plant 
account, after remaining steady around 
$11-$12 billion during the years 1937- 
47, has gained nearly $3 billion in the past 
three years and is currently increasing at 
the rate of $1.4 billion a year. The utilities 
have been remarkably successful in re- 
taining their traditional capital pattern 
during this period ; at the end of 1949 the 
common stock equity was 36.9 per cent 
as compared with 37.7 per cent in 1939, 
In order to do this, it has been necessary 
to sell substantial amounts of common 
stock. 

But the utilities face another three 
years of heavy financing if the industry 
is to reach the goal of 82,000,000 kilo- 
watts capacity set for it by the Defense 
Electric Power Administration—a fur- 
ther increase of nearly 14,000,000 kilo- 
watts, compared with the postwar gain 
(1946-50 inclusive) of over 18,000,000 
kilowatts. 

Will the electric utilities be able to com- 
plete their financial program and main- 


Ratio of 
Dividend Rates 1950 Rate Ad- Current 
justed for Pur- Adj.-Div. 
1929 1950 chasing Power To 1929 
NS TONE occ ne cdcscecscccereces $3.10 $2.80 2.00 65% 
Central Hudson G. & E. ............. 1.00 56 40 40 
Cleveland Elec. Illuminating .......... 1.304 2.20 1.58 122 
Commonwealth Edison .............. 2.00 1.60 1.14 57 
Consolidated Edison ...............-- 3.25 1.70 1.22 38 
Consolidated Gas of Baltimore ........ 1.00# 1.30 .93 93 
eee 1.45 1.20 86 59 
Pacific Gas & Electric ............... 2.00 2.00 1.43 72 
Southern California Edison .......... 2.00 2.00 1.43 72 
BOMNGR BCCI oc ccccccccccccccecece 2.00 2.40 1.72 86 
RY nc addu <xcaneewewnwewads 70% 


# After adjustment for stock split. 
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FINANCIAL NEWS AND COMMENT 
ald tain their capital ratios, without too much It seems imperative, thevefore, for the 
deterioration in the form of larger bank utilities to check the declining trend of 
iny debt or bond issues? In early 1951 there kilowatt-hour revenues. A few requests 
ate has been a relatively good proportion of for higher rates already have been granted 
9; equity financing, largely through the by the commissions, and others should 
its medium of subscription rights. This has follow. Industrial rate schedules espe- 
Dut been accomplished despite irregularity in cially need tightening up. The margin of 
ona utility stock prices. The Dow-Jones util- safety for dividends, after allowing for 
= ity average declined from the February the new rise in taxes to be enacted this 
high of nearly 44 to a recent level around summer or fall, will be too narrow for 
in 41} despite an advance in industrial many companies. If they are to maintain 
wd stocks to new high levels. Utilities have their capital ratios and properly finance 
nt probably been aided somewhat by buying their construction programs, it will be 
- demands from pension and trust funds necessary for many of them to obtain rate 
7 and insurance companies. relief over the not too distant future. 
ist ¥ 
* ow the Federal income tax is again Cost of Telephone Capital 
es being raised ; the House committee Esti dat 72 PerC 
re- suggests 52 per cent compared with 38 stimated at /4 Fer Went 
m per cent in 1948. While the electric util- | ewes to the recent court decision 
he ities have been doing quite well with their in the New England Telephone & 
nt pretax earnings (due to high residential Telegraph rate case was made in this de- 
9. usage and good luck with lower coal partment, in the previous issue, The de- 
ry prices), it now looks as though 1951 share cision allowed a 6.23 per cent over-all 
mn earnings may average about 10 per cent rate of return, not as necessarily a fair 
below last year with a 50-52 per cent tax return but as fixing a level below which 
ee rate. (While gains in net income are be- any rate order would be confiscatory. 
ry ing reported, it must be remembered that In considering cost of financing by tele- 
0- the number of common shares has in- phone companies, an important factor is 
se creased 5-10 per cent.) Most utilities can the need for a heavier proportion of equity 
[- probably maintain present dividend rates capital, in order to balance the wider 
0- by paying out a larger proportion of net fluctuation of share earnings, which is 
in income. due largely to the high proportion of labor 
0 But an inflationary trend in costs costs (as compared with the electric util- 
other than taxes, which the utilities have ities), and the delays in obtaining rate 
- been spared thus far, would mean a dou- relief after granting large wage increases. 
- ble squeeze against earnings, dividends, This is illustrated by the postwar trend 
stock prices, and equity financing. of earnings of telephone companies, as 
v. CURRENT “YIELD YARDSTICKS” 
1951 Range 1950 Range 
Recent High Low High Low 
U. S. Long-term Bonds—Taxable ...... 2.68% 2.68% 2.39% 2.42% 2.15% 
Utility Bonds—Aaa .................... 2.90 2.91 2.64 2.69 2.55 
coe: TC Te 3.01 2.70 2.74 2.63 
ME RAKE TEIRReeEREROREE 3.11 3.13 2.82 2.87 2.75 
A. 5s 6bsdcnn odio ness ae 3.37 3.21 3.21 3.14 
Utility Preferred Stocks—High-grade .. 3.97 3.99 3.77 3.82 3.70 
—Medium-grade 4.39 4.43 4.19 4.25 4.13 
Utility Common Stocks ............+..- 5.99 6.09 5.79 6.43 5.31 
Latest available Moody indexes are used for utility bonds and preferred stocks; Stand- 
ard & Poor’s indexes for government bonds and utility common stocks. 
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compared with electric utility companies, 
in the accompanying table. 

The financial advisory services such as 
Moody and Standard & Poor’s recognize 
these conditions in making their ratings 
of telephone and electric utility bonds. 
Marvin Chandler of Reis & Chandler, in 
his testimony in a subsequent New Eng- 
land Telephone & Telegraph rate case in 
Vermont, has pointed out that, of com- 
panies whose bonds are rated AAA, four 
telephone companies in 1949 had an aver- 
age debt ratio of only 28 per cent, com- 
pared with 42 per cent for twelve electric 
companies ; and of companies rated AA, 
five telephone companies had a debt ratio 
of 37 per cent as contrasted with 49 per 
cent for thirty electric companies. Other 
interesting points brought out by Mr. 
Chandler, in the tables and charts intro- 
duced with his testimony, are the follow- 


ing: 


HE current over-all cost of capital 

for New England Telephone & Tele- 
graph Company was estimated at 7.75 per 
cent. This was based on a capital struc- 
ture of 35 per cent bonds and 65 per 
cent common stock. While the net cost 
of bond money is only 3.56 per cent, Mr. 
Chandler estimated that common stock 
money costs about 10 per cent so that the 
weighted average works out at 7.75 per 
cent. 


Bell System Subsidiaries 
New England Tel. & Tel. 
Cinn, & Sub. Bell Tel. .................. 
Mountain States T. & T. ............... 
ae SR errr 
So. New England Tel. .................. 


Independents 
General Telephone 
oo gt a ere 


Rochester Tel. ............ccccccceeeees 
Electric Utility Companies 
Consolidated Edison 
Commonwealth Edison 
Detroit Edison 
Pacific Gas & Electric 
Consolidated Gas of Balt.* 
Houston Lighting* 


*Adjusted for split-ups. 
JUNE 7, 1951 


In arriving at the 10 per cent common 
stock cost, he investigated the discount of 
offering price below preannouncement 
market price of 52 successful common 
stock issues of over $10,000,000 offered 
to stockholders during 1936-50, and 
found this to average 21.5 per cent. Suc- 
cessful offerings were described as those 
over 90 per cent subscribed. The indi- 
cated discount was the sum of two factors: 
(1) the “pressure” or decline in price 
from the preannouncement level to the 
start of the subscription period (the day 
the stock was first traded ex-rights), and 
(2) the percentage the subscription price 
was below the market price at the start 
of the subscription period. 


I* analyzing the current cost of raising 
common stock money for the New 
England Telephone & Telegraph Com- 
pany, he estimated that it would be neces- 
sary to allow for a discount of 16.3 per 
cent. In other words, if the market price 
approximated 1194 before announcement 
of an offering to stockholders, the com- 
pany could expect to realize about $100 
per share. This allowed (on a cumulative 
basis) 9 per cent for market pressure, 5 
per cent for a break in the market, 3 per 
cent to maintain the value of the rights, 
and one-quarter of 1 per cent for ex- 
penses. 

This was then applied as follows: (1) 


1946 = 1947 194819491950 
$5.90 $4.26 $459 $7.19 $12.19 
5.02 3.85 3.76 480 4.59 
6.82 2.98 7.88 6.20 6.94 
6.04 2.80 6.26 580 84 
1.67 94 2.23 2.05 2.12 
$3.08 $214 $239 $217 $2.64 
5.53 6.40 5.66 4.69 3.97 
1.01 47 80 1.13 1.53 
$2.20 $190 $231 $222 $24 
1.91 1.97 1.76 2.13 2.12 
1.67 1.59 1.49 1.73 2.18 
2.72 2.45 2.43 2.02 2.48 
1.82 1.64 1.42 1.51 1.85 
91 1.11 1.23 1.32 1.35 
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The yield at the preannouncement market 
price was assumed to be 6.25 per cent. 
(2) A 75 per cent dividend pay-out was 
assumed, which would make the earnings- 
price ratio 8.33 per cent. (3) This ratio 
was then increased to reflect the 16.3 per 
cent loss explained in the preceding para- 
graph, resulting in an approximate cost 
of 10 per cent for common stock money 
on a subscription basis (which is the 


Revenues $50,000,000 or over 
American Gas & Elec. ..... 


ANMNNANNNANNMNMNANMNMNANMNNAMNMNNNNNMNMWWH 


Boston Edison .. 


Central & South West 


eee et ereee 


Cincinnati G. & E. ........ 
Cleveland Elec. Illum. ..... 
Commonwealth Edison .... 
Consol. Edison of N. Y. ... 
Consol. Gas of Balt. ...... 


Consumers Power 


Detroit Edison .. 
Duke Power 


General Pub. Util. ........ 
Middle South Util. ........ 
New England Elec. System. 


am 2. Gee. OG. ....... 
Niagara Mohawk Power .. 


North American 


Northern States Power ... 


Ohio Edison ... 
Pacific G. & E. . 


Penn Power & Light 
Philadelphia Electric 


rua. Serv. BGG, .....0. 


So. Calif. Edison 


Southern Company 


Texas Utilities . 


Virginia Elec. & Power .... 


West Penn Elec. 


Wisconsin Elec. Power .... 


Averages 


Revenues $25-$50,000,000 


NNNNNNNMNOONM 


Carolina P. & L. 
Central Ill. P. S. 
Connecticut L. & 


Pe view ates 


Columbus & S. Ohio Elec. . 


Houston L. & P. 


Indianapolis P. & L. ...... 


Illinois Power .. 


Kansas City P. & L. ...... 


Price 
About 


usual method for telephone company fi- 
nancing). 

In supplementary exhibits Mr. Chan- 
dler pointed out that the average return 
earned by all U. S. manufacturing cor- 
porations on their total invested capital 
averaged 15.3 per cent in 1948, 11 per 
cent in 1949, and an estimated 14.3 per 
cent for 1950 (based on the first nine 
months). 
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Share Earnings* Price- 
Cur. % In- Earn. Dividend 

Yield Period crease Ratio Pay-out 
5.7% $4.96m 22% 10.7 60% 
6.4 3.11m 5 14.1 90 
6.4 1.44m 1 9.7 63 
5.6 2.96d 8 12.2 68 
5.3 3.40d 11 13.2 71 
5.7 2.18m 7 12.8 73 
6.5 2.44m 13 12.7 82 
5.4 1.85m 8 14.1 76 
6.1 2.94m 27 11.2 68 
5.5 2.03m 16 10.8 59 
5.6 7.46m D15 11.4 64 
6.7 2.19d 10 8.2 55 
6.3 179m NC 10.6 67 
6.4 1.35m -- 9.3 59 
6.5 2.28m 15 11.4 75 
6.4 1.95m D4 11.3 2 
6.7 1.43m 4 12.6 84 
7.0 93m D10 10.8 75 
6.5 2.99m 10 10.4 67 
6.3 *2.51d 47 12.7 80 
59 2.41m 19 10.8 66 
5.4 2.27m 13 12.3 66 
7.0 2.06d D8 11.2 78 
6.1 2.82m D6 11.7 71 
7.0 1.00m D2 11.5 80 
47 2.36m 11 11.4 54 
53 1.87m 21 11.8 64 
6.9 3.34m 21 8.7 60 
6.0 1.86m 8 10.8 65 
6.1% 11.4 
6.1% $2.96m 12% 11.1 68% 
7.1 1.62m 16 10.5 74 
6.0 1.03m 13 14.6 87 
6.7 2.30d D111 9.1 61 
6.1 2.83d 17 11.7 71 
6.1 2.44m 10 9.4 57 
5.7 1.85m 9 11.4 65 
44 1.31m 7 13.7 61 
5.6 3.32m 39 9.6 54 
6.5 3.03m i) 11.2 73 
6.4 2.09m 6 12.0 77 
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5/11/51 Indicated 


(Continued ) 


meee PE. BES cc cccciccnss 
Long Island Lighting ..... 
Louisville G. & E. ........ 
Montana Power ........... 


New England G. & E...... 
New Orleans Pub. Ser. ... 
Northern Ind. P. S. ....... 
Oklahoma G. & E. ......... 
Potomac Elec. Power ..... 
Pub. Serv. of Colo. ........ 
Pub. Serv. of Ind. ......... 
Puget Sound P.& L....... 
Rochester G. & E. ......... 
Toledo Edison ............ 
West Penn Power ........ 


Averages 


Revenues $10-$25,000,000 


S 
c 
O 
O 
S 
O 
: 


Atlantic City Elec. ........ 
California Elec. Pr. ....... 
Calif. Oregon Power ...... 
Central Ariz. L. & P....... 
Central Hudson G. & E. ... 
Central Ill. E. & G. ....... 
Central Ill. Light 
Central Maine Power 
Connecticut Power ... 
Delaware P. & I 
Florida Power Corp. ...... 
Hartford Elec. Light 
Idaho Power 
Interstate Power .......... 
lowa Electric L. 
Iowa Pub. Service ....... 
lowa-Illinois G. & E. $eee8s 
lowa Power & Light awe ur 
Kansas Gas & Elec. ....... 
Kentucky Utilities 
Minnesota P. & L 
Mountain States Power ... 
Otter Tail Power ......... 
Pacific P 
Portland Gen. Elec. 
Public Service of N. H. ... 
San Diego G. & E. ....... 
Scranton Elec. ............ 
So. Carolina E. & G. . 

Southern Indiana G. & FE. .. 
Southwestern Pub. Ser. ... 
Tampa Electric ........... 
United Illum 
Utah Power & Light 
Western Mass. Cos. ...... 
Wisconsin P. & L. ........ 


Averages 


Revenues $5-$10,000,000 


O 
O 
2) 
Cc 


Arkansas Missouri Power . 
Central Louisiana Elec. 
Central Vermont P. S. .... 
Community Pub. Ser. .... 
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Price 

About 
16 
15 


32 
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Dividend 
Rate 


1.12 


$1.00 
1.80 
76 


90 
796 


Share Earnings*—— 


Approx. 
Yield 
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Period 


1.67d 
1.32m 
3.08m 
2.61m 
1.48m 
2.80m 
2.22m 
1.68m 
94d 
2.34m 
2.57m 
1.90f 
2.93m 
97m 
2.46m 


$1.67m 
61m 
2.46m 
1.03m 
73m 
2.70d 
2.85m 
1.60a 
2.59m 
2.02m 
1.57m 
2.96d 
2.62m 
83d 
1.42m 
1.90m 
2.49m 
1.86d 
3.21m 
1.77m 
3.34m 
1.42f 
2.16m 
1.59m 
2.76m 
1.84m 
1.16m 
1.18m 
70d 
2.17m 
1.24m 
3.34m 
2.84d 
2.79m 
2.70d 
1.52m 


$1.5&m 
2.820 

.93m 

1.24m 


%o In- 
crease 
13 
18 
D1 
11 
10 
17 
D2 
D2 
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5/11/51 Indicated 


(Continued) 


By Peso Biers .occcscce 
Empire Dist. Elec. ....... 
Iowa Southern Util. ...... 
Lawrence G. & E. ........ 
OS“ | 2 
Madison Gas & Elec. ...... 
Northwestern P. S. ....... 
Penn Water & Power ..... 
Pub. Ser. of New Mexico .. 
Rockisnd L. & P. ........ 
St. Joseph Lt. & Pr. ...... 
Tide Water Power ....... 
Tucson Gas, E.L.& P..... 
Western Lt. & Tel. ........ 


TIES sv ccceisraseces 


Revenues under $5,000,000 


CSPOOCSTOSOMNOOCNSCOCCOCOCCOCCCCSCO 


Arizona Edison ........... 
Bangor Hydro Elec. ...... 
moveter Cs @ By occ sceses 
Black Hills P. & L. ....... 
Citizens Utilities ......... 
Colorado Central Power ... 
Concord Electric .......... 
US “4 3 See 
Eastern Kansas Utils. ..... 
Fitchburg G. & E. ........ 
Frontier Power .......... 
Haverhill Elec. ........... 
Lake Superior Dist. Pr. ... 
Lowell Elec. Lt. .......... 
Maine Public Service ...... 
Michigan Gas & Elec. ...... 
Missouri Edison ......... 
Missouri Public Ser. ...... 
Missouri Utilities ......... 
Newport Electric ......... 
Sierra Pacific Power ...... 
Southern Colo. Pr. ....... 
Southwestern El. Ser. ..... 
Upper Peninsula Power ... 


I. eiccunindaas 
Averages, five groups ... 


Canadian Companies** 


C 


C 
a 
C 


Brazilian Trac. L. & P. ... 
Gatineau Power .......... 
Quebec Power ............ 
Shawinigan Power ....... 
Winnipeg Electric ........ 





Price 
About 


——Share Earnings* 








Dividend Approx. 
Rate Yield 
2.00 5.6 
1.40 7.8 
1.20 7.5 
2.85 7.9 
2.00 6.5 
1.60 5.3 

80 fa 
2.00 5.0 
1.00 5.9 

.60 6.0 
1.50 7.1 

60 7.5 
1.40 6.4 
1.60 7.0 

6.7% 

$1.20 6.7% 
1.60 6.2 
3.40 7.7 
1.28 7.1 
80&Stk5.3 
1.00 5.9 
2.40 6.7 
1.40 6.4 

60 3.8 
3.00 6.1 

25 8.3 
3.00 8.1 
1.80 7.4 
3.55 7.6 
1.00 6.3 
1.60 6.7 

70 7.0 
2.60 5.9 
1.00 6.7 
1.80 6.5 
1.60 7.0 

70 7.8 

80 8.0 
1.20 8.6 

6.8% 

6.5% 

$2.00 8.3% 
1.20 6.3 
1.00 5.6 
1.45 4.0 
2.40 5.9 


ur. 


Period 


3.48m 
2.07d 
1.88m 
3.10d 
2.12d 
2.31d 
1.30m 
2.23d 
1.63m 
71d 
1.94d 
1.11m 
2.17m 
2.14m 


$1.80d 
2.38m 
4.13d 
2.06j 
1.93d 
1.41d 
2.65d 
2.08d 
.90d 
3.68d 
49d 
3.14d 
3.08m 
3.35d* 
1.67f 
2.43m 
1.19m 
5.12d 
1.56m 
2.83m 
2.02m 
85f 


1.38my 


1.43d 


$3.85d* 
1.46d 
1.33d 
1.98d 
2.44d 
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Dividend 
Pay-out 


my—May, 1950. o—October, 1950. d—December, 1950. j—January, 1951. f—February, 1951. 


m—March, 1951. a—April, 1951. d*—December, 1949. B—Boston Exchange. C—Curb Exchange. 
J—Over-counter or out-of-town exchange. S—New York Stock Exchange. E—Estimated. 
NC—No comparable figures available. *All twelve months’ earnings comparisons have been 
adjusted to reflect in both periods the present number of shares outstanding. If additional com- 
mon shares have been recently offered, earnings are adjusted to give effect to the offering. 
**While these stocks are listed on the Curb, Canadian prices are used. (Curb prices are affected 
by exchange rates, etc.) +Does not fully reflect $7,000,000 gas rate increase effective February 


18, 1951, or electric rate increase of 


$8,800,000 granted March 22, 1950. Earnings on average 


shares outstanding, $2.62; price-earnings ratio on this basis 12.6 and dividend pay-out 76 per 
cent. 
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HE Agriculture Committee of the 

House of Representatives recently 
held hearings which more or less 
amounted to a re-examination of the 
rural electrification program. In his 
statement before the committee, REA 
Administrator Claude R. Wickard de- 
clared that he thought it a good policy 
for legislative committees to examine 
government programs and that the REA 
officials are glad to have the opportunity 
to discuss the programs. Wickard then 
went on to outline what he called “the 
three basic principles or objectives in the 
program” : 


First, to make the service available 
to everyone—the principle of area 
coverage; second, to have a sound 
financial operation—that is, to assure 
that the loans are self-liquidating ; 
third, to give highest quality service at 
the lowest possible price. 


He declared that in times like these, 
when we must recognize that food is as 
essential to the national security as mili- 
tary strength, it is the contributions elec- 
tricity and telephone service can make to 
critical farm production that are of ut- 
most significance. He then went on to 
discuss that REA knows from experience 
what electric power and the telephone 
can do to help farm people produce more 
and more of the things the nation needs, 
and to produce them with less man 
power. 

He stated that there are now a million 
and a quarter less workers on the farm 
than there were ten years ago. Experi- 
ence on electrified farms, according to 
Wickard, indicates that electricity is a 
most effective aid in helping farmers 
meet this man-power shortage problem 
and to increase the quantity and quality 
of many agricultural products. 
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The Future of REA 


ICKARD maintained that people who 

know rural conditions realize that 
these modern utility services are a most 
influential factor in keeping our progres- 
sive and energetic farm boys and girls 
on the farm. 

The REA Administrator noted that 
farmers are having to compete with 
manufacturers of television and auto 
mobile parts for the available labor in 
the community. They are paying com- 
parable wages, according to Wickard, 
but he stated that he did not think com- 
parable wages would attract the kind of 
help a farmer must have if he did not 
have electricity and running water for 
them. Wickard continued: 


REA cooperatives are approaching 
the goal of making electric service 
available to every rural community in 
America. They are accomplishing this 
job without jeopardizing the excellent 
REA financial record. I am sure you 
will be interested and pleased to know 
that the delinquency on rural electrifi- 
cation loans today is only about three- 
tenths of one per cent and that it is 
lower, percentagewise and dollarwise, 
than it has been for several years, de- 
spite the rapidly increasing amount of 
principal due. 


The REA Administrator also stated 
that in seeing that the REA service is 
reliable and low enough in cost so that 
farmers cannot afford to be without it, 
REA performs six functions: 


First, making surveys of the area 
to see that the borrowers start off with 
the proper organization and territory; 
second, seeing that the construction is 
of high standard and economical; 
third, seeing that the daily operations 
are sound and efficient ; fourth, seeing 
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that there is a proper maintenance pro- 
gram so that the facilities are capable 
of giving reliable service throughout 
the life of the loan ; fifth, helping people 
to take advantage of the opportunities 
they have to obtain more benefits from 
their organization and from their serv- 
ice; sixth, seeing that the source of 
power is the most reliable and the low- 
est in price obtainable. 


je then went on to comment 
on the generating and transmis- 
sion (super codperative) program of 
REA: 

In the making of generating and 
transmission loans, REA has followed 
one policy ever since the agency was 
established. A loan is made for this 
purpose only if it is necessary to in- 
sure an adequate and reliable power 
supply or if it will lower the cost of 
power delivered to the borrowers, In 
most of the generation-transmission 
loans we have made to date, not one 
but both of these objectives have been 
obtained. 


He continued : 


When a cooperative or a group of 
cooperatives request a loan for the in- 
stallation of generating and transmis- 
sion facilities, we ask them to estimate 
their wholesale power requirements 
for a number of years ahead. We ask 
them to ascertain the ability and the 
willingness of the suppliers in their 
area to furnish the needed service and 
the price at which the suppliers will 
furnish such service. We ask them to 
give us the estimates made by their 
own private engineers of the costs of 
generating and transmitting their own 
power. All this information is very 
carefully analyzed by our own staff. 
Our decision regarding the loan de- 
pends solely upon whether or not the 
borrowers’ proposed facilities will 
give their consumers the most satis- 
factory service at the lowest cost. 


He noted that REA recognizes that 
there are many opportunities for honest 
disagreement in evaluating the different 
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factors involved in determining whether 
or not to make one of these loans. He 
stated that he has withheld approval of 
numerous generation-transmission loan 
applications, and the codperative officials 
are often critical of REA because they 
consider REA policy too restrictive. 
They think that REA does not give suffi- 
cient consideration to the security that 
farmers have when they can own, con- 
trol, and enlarge their own wholesale 
power facilities. He stated that they 
point out that it is the same kind of 
security farmers have when they own 
their own farming equipment, so that 
they can plant or harvest their crops or 
make hay at the proper time, and in the 
proper manner. 


enor meg then stated that REA never 
makes a decision on a generation 
and transmission loan but what some- 
body feels that he has a justification for 
criticizing its decision. Looking back 
over the decisions that REA has made, 
and viewing them in the light of subse- 
quent events, Wickard claimed that 
REA is more subject to criticism be- 
cause it has been too conservative rather 
than too liberal in evaluating advantages 
to its borrowers through owning their 
wholesale power facilities. 

He then discussed the future of the 
program: 


We hope that in two or three years 
electricity will be available to every 
rural community in the nation. The 
job of rural electrification will never 
be finished. There will always be new 
consumers. There will be new and 
more beneficial uses. There will be 
more efficient techniques in manage- 
ment. Good maintenance will become 
even more important. Increased 
capacities must be provided in the 
most satisfactory manner. Forward 
planning is most essential. 


He concluded REA borrowers are as- 
suming more of the responsibilities in all 
these fields as their knowledge and ex- 
perience permit. He added that with a 
minimum of technical assistance from 
the government, they will continue the 
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“ED CAN’T GET USED TO THE NEW ELECTRIC RANGE!” 


sound development of the program so 
that it will become more and more bene- 
ficial to their communities and to the en- 
tire nation. 

Added testimony on the program will 


be forthcoming when the Agriculture 
Committee resumes its hearings in the 
near future. It is expected to examine 
closely REA’s generating and transmis- 
sion program. 
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The Preference Clause 


- origins of the preference clause 
and its present-day application to 
the Federal power policy was the subject 
of remarks made by Representative 
George A. Dondero, Republican of 
Michigan, on the floor of the House of 
Representatives recently. Dondero pref- 
aced his remarks by tracing the history 
of the preference clause from its incor- 
poration in the Reclamation Act of 1906: 


. one of the cornerstones of the 
government’s so-called power policy is 
that preference in power sales from 
Federal multiple-purpose projects 
shall be given to public agencies, co- 
Operatives, and the like. 

During debate in the House on the 
recently passed Interior Department 
Appropriation Act for 1952, public 
power supporters declared that the 
preference provision reflected a phi- 
losophy laid down by Congress in 
1906 in making it essential for the Con- 
gress to build transmission lines to 
serve preference customers and, in ef- 
fect, ignore anyone else who might 
have need for power. 

In 1906 the Congress passed the 
first act which contained a preference 
provision—the Reclamation Act of 
April 16, 1906. Section 5 of this act 
stated that the Secretary of the In- 
terior may lease surplus power from 
irrigation projects “giving preference 
to municipal purposes.” 

This law has been cherished and 
cited by public power supporters as if 
it were on a par with the Constitution 
or the Bill of Rights. Whenever the 
wisdom of preference provisions is 
questioned, we are always referred in 
voices filled with awe back to this law 
of 1906. It is from this one piece of 
legislation that all of the subsequent 
preference provisions have flowed, 
and today preference has become the 
hub of the public power wheel. 


What was the intent of the legisla- 
tors who framed the original prefer- 
ence clause? What were the circum- 
stances that surrounded its inception ? 
The 1906 bill, which originated in the 
Senate, did not primarily concern 
power. It provided for the withdrawal 
from public entry any lands needed 
for town-site purposes as provided 
for under the Reclamation Act of 
1902. 

Apparently the Senate held no hear- 
ings on this bill as no transcript can 
be found. There was little debate on 
the Senate floor before the bill was 
passed. It should be noted that neither 
the bill as proposed nor as passed by 
the Senate contained any preference 
provision at all. This provision ap- 
peared in the bill as reported by the 
House Committee on Irrigation of 
Arid Lands. However, no House 
hearings have been located either, so 
we must assume that no hearings were 
held by that body. The House report 
offered no hint either as to the origin 
or purpose of the preference clause. 


ONDERO then charged that this was 
being used by public power pro- 


ponents in an effort to nationalize the 
electric power industry. He said: 


This is the law that those who 
would nationalize our electric indus- 
try point to as the basis for prefer- 
ence, the cornerstone of their so- 
called public power policy. The pref- 
erence section was only one clause in 
one section of a five-section bill which 
in itself did not concern power. This 
provision was included in a piece of 
legislation before the Federal govern- 
ment had an appreciable amount of 
surplus power available from irriga- 
tion or other projects. In 1912, six 
years after the passage of the 1906 
act, a report of the Commissioners of 
Corporation on the subject of water 
power development in the United 


the .- Michigan Representative then 
ine questioned the legislative intent and 
‘is- the circumstances which surrounded 
the drafting of the original measure: 


States, stated that “a considerable por- 
tion of power developed at irrigation 
projects is utilized for the operation 
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of pumps, and power for commercial 
use is of comparatively little impor- 
tance.” 


The Congressman then turned to the 
recent debate on the Interior Depart- 
ment Appropriation Bill: 


During the recent debate on the In- 
terior Department bill the statement 
was made that Federal power legisla- 
tion had been approved by the Con- 
gress for the purpose of helping all 
kinds of people. Such legislation 
should help, not all kinds of people, 
but all people. In fact I challenge that, 
with preference as a cornerstone, Fed- 
eral power legislation does not even 
help all kinds of people, but only cer- 
tain people. That this is true can be 
shown in my own state of Michigan. 


Dondero, by way of analogy, pointed 
out the relatively small number of people 
in his home state of Michigan who 
might benefit from any Reclamation 
project in that state, as a result of their 
preference status: 


It has been estimated that 11 per 
cent of all the power customers in 
Michigan could be classified as pref- 


erence customers. If the Bureau of 
Reclamation built a huge multiple. 
purpose project in Michigan, only 1! 
per cent of Michigan’s customers 
would be entitled to this power. Al- 
though 89 per cent of the customers 
had, through their taxes, contributed 
to the building of this project, they 
would be denied any benefit from the 
project because they happened to 
patronize the wrong power distribut- 
ing concern. 


Dondero concluded with the follow- 
ing: 

This reasoning is all based on a law 
passed back in 1906 that did not in- 
volve power, and on which no hear- 
ings were held. 

This is the history of the act that 
first offered the preference idea which 
in turn has been used ever since as a 
beacon by public power advocates to 
light their way toward nationalization 
of the electric industry. 


This “preference clause” approach to 
a discussion of a public power policy is 
one of the few that has appeared in de- 
bate on the subject in recent months. 





lederal Power and the 1952 Budget 


HE Council of State Chambers of 
Commerce publishes a_ periodic 
bulletin entitled “Federal Spending 
Facts.” In a recent issue, the subject of 
Federal power items in the 1952 budget, 
and their implications, was discussed. 
The following paragraphs highlighted 
the discussion : 


Obviously, if the new Federal pow- 
er facilities requested by the Presi- 
dent are not needed, Congress will be 
well advised to delete them from the 
budget and thus effect a substantial 
and much needed saving in man pow- 
er, materials, and money. It is not 
likely, however, that the agencies de- 
siring these projects will give up 
easily. They are after bigger game. 
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The new projects constitute an im- 
portant step toward achieving their 
ultimate objective. 


The council had the following to say 
on the subject of “cheap” public power: 


Lest there be lurking in the mind of 
anyone the thought that the Federal 
government is able to produce electric 
power at lower cost than private utili- 
ties can do it, let it be pointed out that 
this myth has been pretty well explod- 
ed. Although Federal power rates are 
frequently found to be lower than pri- 
vate rates in contiguous areas, studies 
by the Hoover Commission and other 
authorities have shown that when the 
large hidden costs of Federal power 
operations are taken into account, the 
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differential in favor of government 
rates is soon wiped away. 

These hidden costs, however, are 
assed on to American taxpayers. 
They include (a) interest concessions 
granted by the Treasury on loans for 
Federal power project construction ; 
(b) Federal, state, and local tax con- 
cessions to the Federal projects which 
the rest of the nation’s taxpayers are 
required to make up; and (c) sub- 
stantial portions of the cost of the 
Federal projects which are charged to 
purposes other than power (such as 
flood control, etc.) when a larger part 
should have been charged to the pow- 
er facilities. 


HE council outlined in its statement 
] what it considered was a “blue- 
print for socialized power.” It said: 


The Congress of the United States 
has never formulated an over-all Fed- 
eral power policy. The Hoover Com- 
mission’s task force report on water 
resources projects declared that a 
definite Federal power policy is need- 
ed “in which the government codp- 
erates with its citizens” in the develop- 
ment of hydroelectric power, etc., “in- 
stead of competing with them for mar- 
kets.” 

The report recommended a Federal 
power policy to provide that tax-pay- 
ing private utilities handle and mar- 
ket power from Federal dams. It 
pointed out that private utilities rather 
than the government should build and 
own the nation’s transmission lines 
and power-generating steam plants. 

But the planners in the Interior 
Department and other government 
agencies appear determined to pursue 
a diametrically opposite course. Their 
blueprints call for 60,000 miles of gov- 
ernment-owned transmission lines of 


60,000 volts and over. They call for 
many new steam plants, built at tax- 
payers’ expense, to “firm up” Federal 
hydroelectric power projects. They 
call for dividing the country up into 
nine regional power authorities to 
form a nation-wide Federal power 
monopoly. 

The most fantastic thing about the 
whole business is that these plans are 
being carried out without benefit of a 
clearly defined Federal power policy, 
and without constitutional sanction 
for the government going into the 
power business as a primary function. 
The plans are being promoted by the 
clever use of such devices as the ap- 
propriation process, angled agency in- 
terpretations of authorizing legisla- 
tion, REA super codperatives, and 
now a new device known as the “con- 
tinuing fund.” Meanwhile govern- 
ment power interests are doing every- 
thing possible to preclude privately 
owned utilities from developing new 
sites in major power areas of the na- 
tion. 

These are the means by which an 
aggressive Federal bureaucracy is at- 
tempting to socialize America’s elec- 
tric power industry. Congress would 
do well to question the propriety of 
including in a budget designed to help 
us fight a war against Socialist im- 
perialism abroad, items which will 
contribute to the spread of Socialism 
at home. 


ECOGNITION of this situation, posed 
by the steady encroachment of gov- 
ernment in the field of power production, 
has been spreading. The council’s state- 
ment is typical of the increasing aware- 
ness of the country’s need of a power 
policy which will bring harmony to 
this important sphere of the national 
economy. 





“PERHAPS the United States is different, but thus far no nation in history 
has been able to retain a democratic form of government with a tax 
rate in excess of 25 per cent of national income. They either have gone 


bankrupt or totalitarian.” 


—J. W. Warp, 


Financial editor, Los Angeles Examiner. 
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The March of 
Events 


In General 


Public Power Preference 
Blasted 


RESOLUTION urging Congress to 
A abolish preferences now given to 
public bodies in the sale of electric power 
and to make power generated at Federal 
projects available to all citizens and users 
without discrimination was adopted 
unanimously at a meeting of public 
utility commissioners of eleven western 
states on May 12th in Seattle, Wash- 
ington. 

Present laws require that “preference 
and priority” in the sale of all govern- 
ment power be given to public bodies, 
public utility districts, codperatives, and 
similar organizations. 

In presenting the resolution, H. N. 
Beamer, president of the Idaho Public 
Utilities Commission, said the prefer- 
ence policy discriminates against power 
users served by regulated utility com- 
panies in favor of public power groups. 

“Thus the preference tends to force a 
change from private to public ownership 
of electric distribution facilities,” Beamer 
said. “Unless this trend is halted, sociali- 
zation of a large part of the electric in- 
dustry in the West will be the inevitable 
result.” 

As an example of how the public 
power preference is being administered, 
Beamer referred to a recent report made 
by a Seattle Chamber of Commerce rep- 
resentative to the Washington State In- 
dustrial Development Committee. The 
report referred to the adoption by the 
power suppliers in the Northwest, in- 
cluding the Bonneville Power Adminis- 
tration, of the 500-kilowatt limitation on 
new or increased loads. Following this, 


the report said utility companies turned 
down business from manufacturers 
while at the same time Bonneville Power 
Administration, through its preference 
distributors, offered these same manufac- 
turers power in thousands of kilowatt 
units. 


Senate Asked to OK SEPA 
Appropriation 
ECRETARY of Interior Oscar L. Chap- 
man last month urged Senators to 
restore part of the appropriations for 
the Southeastern Power Administration 
slashed by the House. 

Chapman said the House action in 
eliminating all of the $4,000,000 re- 
quested is “indeed serious.” The money 
had been asked for planning and con- 
structing lines and substations in the 
fiscal year starting next July Ist. 

Chapman’s statement did not specify 
any particular amount he wanted the 
Senate to put back into the Interior ap- 
propriation for the SEPA. However, 
one of his aides told a reporter that 
Chapman wanted $752,000 out of the 
$4,000,000. He said this included $422,- 
300 for lines from Clark Hill on the 
Savannah river to South Carolina pref- 
erence customers; $130,200 for the 
Roanoke river basin in North Carolina; 
and $100,000 for general planning. 


Accord Set on Distribution 
Of Materials 


, I *HE Defense Electric Power Admin- 

istration and the Rural Electrifica- 
tion Administration have arrived at a 
working agreement on handling the dis- 
tribution of scarce materials to REA 
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THE MARCH 


electric coOperatives, the two agencies 
announced recently. 

The agreement will go into effect on 
July 1st and stems from a double-play 
delegation of authority from the Na- 
tional Production Authority to DEPA, 
an Interior Department agency, to 
REA, an Agriculture Department 
agency. 

According to the working formula, 
REA will assemble requirements of 
steel, aluminum, and copper for major 
plant additions by its co-op borrowers 
and submit them to DEPA. Combined 
with similar needs of other utilities, 
these will be submitted by DEPA to the 
Defense Production Authority, which 
allots materials for defense programs. 

REA will authorize individual co-ops 
to order and use the programmed mate- 
rials, although DEPA retains the right 
to direct materials to REA expansion 
projects which it finds “particularly im- 
portant to the defense program.” 


Reports Private Power Gain 


gant election and survey results re- 
veal there is only minority support 
for government ownership of electric 
power facilities, it was declared last 
month by Charles A. Parker, president 
of Central Surveys, Inc., in an address 
at the annual conference of the business 
development section of the Northwest 
Electric Light and Power Association at 
Portland, Oregon. 

Parker told the 200 or more utility ex- 
ecutives from the Pacific Northwest and 
Canada, assembled for the session, that 
there had been a decided trend away 
irom government ownership in the past 
two years. 

“There have been more elections re- 
cently on the question of municipal op- 
erations going back under private own- 
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ership than in the other direction,” he 
declared. “And in most of these elec- 
tions the majority has voted to return 
these systems to private operation.” 


Feasibility of Atomic Power 
For Industries Studied 


Sb Atomic Energy Commission 
announced recently the start of a 
new program to determine the feasibility 
of private firms producing atomic power 
for industry and cities. 

The announcement said contracts are 
being signed with four groups of com- 
panies to make studies that will help de- 
cide costs and other factors involved in 
atomic plant construction. Also they will 
help decide whether private firms can 
construct such plants within the next few 
years. 

An AEC spokesman said a by-product 
of such plants would be the production 
of fissionable materials—the stuff out of 
which atomic weapons are made. By law 
the government would be the only cus- 
tomer for such materials. 

AEC officials said projects are under 
way to power submarines and aircraft 
with atomic energy, but this is the first 
program for investigating in detail the 
problems involved in using such energy 
in industry. 

The announcement said agreements 
are being signed with four groups of 
business firms to make studies at their 
own expense. They are: Dow Chemical 
Company of Midland, Michigan, and 
the Detroit Edison Company, Detroit, 
Michigan; also with the Commonwealth 
Edison Company and the Public Service 
Company of Northern Illinois, of Chi- 
cago. No new firms can be included at 
this time because the scientists are too 
busy with the defense program, 


California 


Rate Survey Ordered 


. — public utilities commission last 
month ordered employment of an 
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expert to survey rates charged by the city 
of San Francisco for Hetch Hetchy 


power. 
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The action was recommended by Utili- 
ties Manager Turner, who noted similar 
studies have been made recently of water 
and airport rates established by the 
commission. He said the power survey 
would cost “more than $5,000.” 


Emergency Increase Refused 


HE state public utilities commission 

last month turned down a request 
for an emergency increase in gas rates 
asked for by the Coast Counties Gas & 
Electric Company, serving the central 
California counties. 

The company had asked an unspeci- 
fied rate boost for emergency relief while 
the gommission continued to consider its 
application for a permanent $1,556,000 
annual rate boost. 


The permanent increase would mean 
the addition of 90 cents a month to the 
average householder’s gas bill in Contra 
Costa, Santa Cruz, Santa Clara, San 
Benito, Monterey, Kern, Fresno, Kings, 
and Merced counties. 

Pending a decision on the permanent 
rate boost, the company asked the com- 
mission to grant a just and proper in- 
terim increase, pleading that it was los- 
ing $2,300 a day under present rates. It 
said present rates would net a profit of 
less than 1 per cent in 1951, compared 
to almost 7 per cent in 1950. 

But the commission declared it doubts 
an emergency exists and questioned the 
company’s anticipated lack of profit “in 
view of the high earnings of the appli- 
cant’s affiliates.” The utility is controlled 
by Pacific Public Service Company. 


e 
Florida 


To Test New Utility Law 
sie rE electric power and gas com- 

panies last month came under regula- 
tion of the state, but an early test was 
reported in sight to see whether it is 
constitutional. 

Governor Warren signed the bill put- 
ting the utilities under the state railroad 
and public utilities commission. The 
new law gives the commission power to 
set rates and generally regulate activities 
of the power companies. 

The threat of a court fight came as a 
Miami city commissioner said he would 
ask the Miami commission to instruct 
the city attorney there to begin a court 
test. 

He said it was discriminatory be- 
cause it exempts municipally operated 
plants and REA facilities from control. 

How to pay for the state regulation 
still was said to be a very live issue 
around the legislature. The senate on 


May 11th passed a bill requiring all car- 
riers and public utilities under jurisdic- 
tion of the state commission to help pay 
for the cost of their regulation. It was 
approved 28 to 1 and sent to the house. 

It wipes out the objections of many 
opponents to the recently enacted bill 
placing utilities under control of the 
state commission. The original bill did 
not set up requirements that the utilities 
help pay for the new law’s administra- 
tion. The measure recently passed by 
the senate provides that each company 
regulated by the commission pay $2 for 
every $1,000 on gross receipts up to $1,- 
000,000. They would pay $1 for each 
additional $1,000 gross receipts over the 
first million. It was estimated the as- 
sessment would raise from $175,000 to 
$200,000 a biennium. 

Introduced by the senate finance and 
taxation committee, the bill would be- 
come effective July Ist. 


Massachusetts 


House Passes Legislation 


EGISLATION proposed by Governor 
Dever to restrict the state supreme 


judicial court’s power to reverse deci- 
sions of the state public utilities com- 
mission in rate cases was passed by the 
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state house of representatives last 
month. 

The bill, which was expected to be de- 
feated in the Republican-controlled state 
senate, aS was a similar measure last 
year, would prevent the court from hear- 
ing new evidence and confine its rulings 


to matters of law. 


THE MARCH OF EVENTS 





Opponents of the measure in the 
house called it a “political” proposal that 
would prevent the court from hearing all 
the facts on appealed cases. Proponents 
argued that utility companies, under ex- 
isting laws could obtain reversals of com- 
mission decisions by withholding facts 
and submitting them to the court. 


North Carolina 


Governor Asks Power Survey 


pages Scott last month called on 
the state utilities commission to 
determine whether North Carolina can 
supply power enough at rates low 
enough to attract new industries. Some 
major industries have claimed, he re- 
ported, that they cannot afford to move 
into North Carolina because they can- 
not get cheap and plentiful power. 

If the claim is true, he reasoned, 
North Carolina and her public utilities 
are missing their “greatest opportunity.” 

The governor asked the state com- 
mission to make a survey of the capacity 
of electric generating facilities in the 


state, the plans of power companies for 
expanding their capacities during the 
next five years, and how rates compare 
with those in other states. 

“North Carolina is standing on the 
threshold of its greatest opportunity,” 
Scott told a press conference. “Indus- 
trial expansion is expected to reach a 
new all-time high during 1951. U. S. 
industry will spend over $21 billion this 
year according to the March 3lst issue 
of Business Week, and if North Caro- 
lina is to get its share of this tremendou 
building and expansion program we 
must be ready to meet their (industry’s) 
needs.” 


* 
Ohio 


Senate Passes Transportation 
Bill 

aa the warning that “public 
ownership will be the only alterna- 
tive,” the state senate recently passed the 
Pollock Bill authorizing transportation 
utilities to appeal rate ordinances to the 
state public utilities commission. The 
proposal was sent to the lower house. 
The measure drew the fire of Sen- 
ator Marshall (Republican, Columbus), 
who launched a scathing denunciation of 


the purpose back of the bill, asserting 
that it would result in a fictitious invest- 
ment of about three times the actual value 
of a transportation property value, upon 
which the state utilities commission 
bases rates. 

“Talk about watered stock,” he said, 
“this is watering of the first order. It is 
the city’s business where it wants bus 
lines and bus stops, and not the public 
utilities commission. The only alterna- 
tive left, if this bill passes, is public 
ownership.” 


* 
Oklahoma 


Commission Agrees to Rate 


. po state corporation commission re- 
cently agreed to grant Southwestern 


Bell Telephone Company a rate fixed on 
5} per cent of net earnings. Neither the 
commission nor the telephone company 
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had any figures to show what the rate 
allowance would mean in comparison to 
the telephone company request for in- 
crease of $10,100,000 annually in revenue. 

However, it was indicated the commis- 
sion action means the telephone company 
probably will not get more than $5,000,- 


000, or half of the increase sought, if the 
schedule figures that amount. 

Reford Bond, chairman, said the com- 
mission unanimously agreed to the de- 
cision, but had no figures on the amount 
of increase it would mean for the tele- 
phone company. 


Pennsylvania 


Utility Bills Introduced 


ATURAL gas companies would be 
N given the right of eminent domain 
for underground storage purposes under 
terms of a bill introduced in the state 


legislature during the early part of May. 

Urban transportation line workers 
would be included under coverage of the 
state’s public utility antistrike law under 
terms of another bill introduced in the 
legislature last month. 


Vermont 


Commission Bill Defeated 


We Siew: state senate last month unani- 
mously defeated an administration- 
hacked bill providing for a new state pub- 
lic service commission. 


In reporting the bill adversely for the 
judiciary committee, Snator Holden of 
Bennington said the committee was im- 
pressed with the good job now being done 
by the present commission and saw no 
reason why it should be entirely replaced. 


Wisconsin 


City’s Electric Rate Boost 
Denied 


N application of the city of Wisconsin 

Rapids’ electric utility to boost 

rates was denied by the state public serv- 
ice commission recently. 

Present rates are adequate, fair, and 


proper, the state commission said. 

The utility, which had asked $21,278 
annually in additional charges, buys its 
power from the Consolidated Water 
Power Company. The supplier had peti- 
tioned the commission for a boost, and 
the city utility, anticipating increased cost 
of energy, filed its own application, 


* 
Wyoming 


Hearing Date Set 


g b> state public service commission 
recently set June 4th as the date for 
a hearing on the proposed sale of $1,- 
750,000 worth of natural gas utility prop- 
erties in southern Wyoming. 

It was explained that the June 4th 
hearing would cover the applications of 
Rocky Mountain Gas Company and 
Northern Utilities Company for an order 
authorizing the former to sell, transfer, 
and convey to the latter its natural gas 
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utility business in Laramie, Rawlins, and 
Medicine Bow. 

Sale price of the properties was said to 
amount to approximately $1,750,000, but 
it was pointed out that Northern Utilities 
Company also requested authority to con- 
struct a $900,000 natural gas pipeline 
from Rawlins to Sand Draw gas field in 
Fremont county, a distance of 82 miles. 
Northern Utilities also asked authority 
to issue and sell $250,000 worth of com- 
mon stock and $2,000,000 worth of first 
mortgage bonds. 





Progress of Regulation 


Limitation of Fuel Clause to Large Power 
Consumers Upheld 


HE Pennsylvania commission found 

that the fuel clause in an electric rate 
schedule did not produce an excessive re- 
turn and was not unlawfully discrimina- 
tory. However, the clause was held to be 
unreasonable to the extent that it was 
being applied to all energy, including hy- 
draulic generation and purchased and in- 
terchange energy. The clause also failed 
to provide adequately for the company’s 
rapidly improving system efficiency. The 
commission required modification as to 
those matters. 

No unjust discrimination resulted from 
the fact that the fuel clause did not apply 
to consumption by residential or small 
commercial customers. The commission 
observed that an increase in the cost of 
fuel has a much greater impact on the 
ability of the electric utility to receive 
adequate compensation from large con- 
sumers than from small customers. Since 
customers using great quantities of kilo- 
watt hours at low base rates exert the 
major influence on the increased cost of 
production, it was considered fair that 
some effort should be made to assess those 
costs ‘against them rather than against 
customers paying higher base rates. 

In rejecting the contention that the 
increased cost of production should not 
be collected by means of a fuel clause 
alone, the commission said that it has 
been a common device used by many elec- 
tric utilities with regulatory sanction for 
many years. While the fuel clause was not 
a perfect solution in meeting rapidly 
changing costs of operation, it did have 
the advantage of permitting quick recoup- 
ment of increased costs in a rising market 
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and quick credits to customers in a fall- 
ing market. 

A substantial portion of the company’s 
electric output was generated by hydrau- 
lic stations which utilize no fuel for the 
purpose. The commission opined that a 
properly designed fuel clause should rec- 
ognize only the fuel costs and thermal 
efficiencies associated with the utility’s 
own steam-generating plants. In other 
words, it said, only the energy generated 
by the company’s steam stations should, 
upon sale to the ultimate consumer, be 
subject to fuel clause application. A fuel 
clause should not be so elastic as to pro- 
vide for recoupment not only of increased 
fuel costs but also increases in other costs. 

An ice company complained that the 
increased cost to it of purchased power 
by reason of the imposition of the fuel 
clause placed it in an unfavorable com- 
petitive position in marketing ice for re- 
frigeration as compared to mechanical 
refrigeration powered by electricity sold 
by the utility. It also showed that the 
power cost to it was greater than power 
costs to other ice plants elsewhere in 
the state. These were not considered valid 
objections to the electric rates. The com- 
mission said that while comparative rates 
are informative and may be of use under 
unusual circumstances, it is not sufficient 
to show that lower rates are charged else- 
where to sustain a contention that rates 
of a specific utility are excessive. 

In considering the company’s operat- 
ing expenses, the commission allowed 
contributions made to industrial funds in 
the anthracite coal regions served by the 
utility. These funds were used by organ- 
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izations primarily engaged in the attrac- 
tion of new industries to the area. The 
commission said: 


Respondent supplies a considerable 
portion of this area with its electric 
requirements and must necessarily be 
vitally interested in its welfare. An- 
thracite coal is daily experiencing pro- 
gressively greater competition from 
other fuels and the business and civic 
leaders in its area of production are 
doing themselves, the people they rep- 
resent, and the area as a whole, a very 
definite public service by seeking and 
acting on ways and means by which 
the economic and social welfare of the 
area may be protected. It is our opinion 
and we find that the payments made by 
respondent to the several industrial 
funds were properly made and are in 
the public interest. 


e 


The company’s sales promotion ex- 
penses were also allowed as operating 
charges for rate-making purposes despite 
the complaint that the expenses were sub- 
stantially in excess of similar expenses 
incurred by certain other electric utili- 
ties, including those serving in territory 
adjacent to this company. The commis- 
sion did not believe that these compari- 
sons furnished a proper criterion. It said 
that every management has before it, 
whether in a regulated or competitive 
industry, the fundamental problem of 
making available and selling to its exist- 
ing and potential customers the product 
which it has to sell. The record furnished 
no basis for finding that the company’s 
management had been imprudent, im- 
provident, or extravagant in its sales pro- 
motion program. United Ice & Coal Co, 
et al. v. Pennsylvania Power & Light Co. 
(Complaint Docket Nos. 14293 et al.). 


Regulation Precluding Recovery for Short-period Service 
Interruption Found Reasonable 


g k- supreme court of Massachusetts 
rendered judgment in favor of a 
telephone company in a subscriber’s ac- 
tion for damages because of service in- 
terruptions. 

The court ruled that the company’s 
filed regulation precluded any recovery 
for the service interruption. This regu- 
lation provided as follows: 


For any complete failure of local 
exchange service continued more than 
twenty-four hours and brought to the 
notice of the telephone company with- 
in ten days, the telephone company 
will make a pro rata adjustment of 
charge or guaranty. 


In this complaint the subscriber did 
not complain of any interruption for a 
period as long as twenty-four hours. 
Consequently, under the regulation no 
recovery was possible. 

The court did not consider the regu- 
lation unreasonable and pointed out 
that, because of the complexities and in- 
tricacies of modern telephony, there are 
so many ways by which failures of serv- 
ice could occur that the company ought 
not to be held liable until such failures 
continue for a period of at least twenty- 
four hours. Wilkinson v. New Eng- 
land Teleph. & Teleg. Co. 97 NE2d 
413. 


Town Rate Powers Prevent Commission Control 


i aw Louisiana commission dismissed 
a complaint against increased water 
rates in a town having authority under 
the Constitution to regulate such rates. 
It was said to be practically impossible 
to establish and maintain commission 
jurisdiction in the face of the constitu- 
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tional provision permitting municipal 
regulation. 

The commission has constitutional 
power to regulate rates of utility com- 
panies. A statute provides that the com- 
mission shall have rate jurisdiction over 
all utilities which are not publicly owned. 
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The Constitution, however, provides that 
nothing in the article conferring juris- 
diction on the commission shall affect 
the powers of regulation over any local 
public utility vested in any municipality 
unless such local government surrenders 


such powers to the commission through 
an election. No such election had been 
held in the town involved. Louisiana 
Pub. Service Commission v. Peoples 
Water Service Co. (No. 5449, Order 
No. 5617). 


e 


Jurisdiction over Commission Rules and Orders Denied 


STATE district court has no jurisdic- 
tion to review, affirm, reverse, or 
remand any action of the commission 
with respect to rates, charges, services, 
practices, rules, or regulations of public 
utilities, or to suspend or delay the ex- 
ecution or operation thereof, according 
to the supreme court of Oklahoma. 
The state district court, on petition of 
certain customers of a natural gas com- 
pany, issued a writ of mandamus order- 
ing the company to serve these custom- 
ers under rates other than those con- 
tracted for but which were enjoyed by 
other consumers under contract. Such 
an order, in effect, invalidated the com- 
mission order approving such rates, and 
declared them null and void. 


e 


The company’s petition for a writ of 
prohibition was granted by the supreme 
court on the ground that the Constitu- 
tion provided that the supreme court is 
the only court that has such jurisdiction 
over commission activities. The court 
further said, in justifying the granting 
of the writ, that prohibition is the proper 
remedy where an inferior tribunal as- 
sumes to exercise judicial power not 
granted by law, or is attempting to make 
an unauthorized application of judicial 
force. The writ will not be withheld 
because other concurrent remedies ex- 
ist, it not appearing that such remedies 
are equally adequate and convenient. 
State ex rel. Oklahoma Nat. Gas Co. v. 
Hughes, Judge, et al. 227 P2d 666. 


Federal Power Commission Assumes Jurisdiction over 
Electric Sales to Navy and County 


HE Federal Power Commission ruled 

that it had jurisdiction over rates for 
electric energy sold by the California 
Electric Power Company, in California, 
to a county power system and the United 
States Navy for transmission into the 
state of Nevada. The transmission lines 
were owned in each case by the Navy and 
the county. The utility claimed that the 
commission had no jurisdiction while the 
Navy and the county asserted that it did 
have. 

The commission’s action reversed a de- 
cision by its examiner that there was no 
basis for commission jurisdiction, The 
commission ruled that it had jurisdiction 
over the rates both under Part I and Part 
II of the Federal Power Act. 

The first prerequisite to commission 
jurisdiction under Part I is that the en- 
ergy must enter into interstate commerce. 
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The commission ruled that energy gen- 
erated at the company’s licensed projects 
in California was transmitted to Nevada. 
The fact that all of the company’s facili- 
ties were located in California and that 
the transmission lines used to transmit 
the energy across the state line were 
owned by others did not detract from its 
interstate character. 

The second condition of jurisdiction 
under Part I which the commission con- 
sidered satisfied was the requirement that 
the power be purchased for resale. This 
was true as to the county by virtue of its 
sales to retail customers in Nevada and 
as to the Navy by virtue of its sales to 
retail customers within the Navy reserva- 
tion. 

In a dissenting opinion, Commissioner 
Smith affirmed the examiner’s conclusion 
that the rates were not subject to com- 
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mission jurisdiction. The examiner had 
ruled that sales to the county and the 
Navy were not sales to a “person” within 
the meaning of the act. 

The other aspect of Part I of the act 
brought into issue was whether or not 
California and Nevada have provided 
regulatory commissions to enforce the 
provisions of the act within such states 
and, if so, whether such states have been 
unable to agree on the matter of rates and 
service. The commission ruled that 
neither state had provided such a com- 
mission as to the sales to the county or 
the Navy. 

The commission continued by holding 
that under Part II of the act it had juris- 
diction over the transactions. Under this 
section the commission is given jurisdic- 
tion over all facilities for the transmis- 
sion of electric energy in interstate com- 
merce and sales of electric energy at 
wholesale in interstate commerce. The 
sales to the county and the Navy fell 
within this section. The principal ques- 
tion involved on this point was whether 
the sales were “at wholesale.” 

As to the sales to the Navy, the exam- 
iner had ruled that all of the energy pur- 
chased by the Navy was for governmen- 
tal purposes. He said that to make a find- 
ing that the Navy was engaged in re- 
selling energy would be to hold “that the 
Navy is guilty of purchasing electric en- 
ergy with appropriated funds for govern- 
mental purposes—namely, performing a 


defense mission at the depot—but in fact 
reselling it to the public, and thus en- 
gaging in a public utility distribution 
business.” 

The commission’s decision was based 
on the fact that one-fourth of the total 
Navy energy was resold to business con- 
cessions and residents of a housing proj- 
ect on the Navy base. Such resales were 
considered sufficient to make the original 
sale “at wholesale.” 

Finally, the commission ruled that the 
sales to the county were “at wholesale” 
since sales of energy by a municipality 
to residents are not considered a mere 
municipal use of energy. Exemptions of 
sales to municipalities would produce an 
unreasonable result. 

“It would mean,” the commission con- 
tinued, “that a utility may not discrimi- 
nate in rates charged private persons or 
corporations, but is at complete and un- 
fettered liberty to indulge in the rankest 
discrimination as between municipalities, 
or as between private customers and mu- 
nicipalities, receiving the same service, It 
is hardly likely that Congress intended to 
deprive consumers, served by the thou- 
sands of municipally owned distribution 
systems, of protection from unjust and 
unreasonable interstate rates. Such result 
would be completely at variance with the 
basic purpose of the rate provisions of the 
act .. .” Re California Electric Power 
Co. (Docket No. E-6269, Opinion No. 
212). 


= 


Transit Authority Has Jurisdiction over Service within 
Metropolitan Area 


HE power of the Chicago Transit 

Authority to substitute shuttle bus 
service for electric rail service and to 
suspend week-end service in municipali- 
ties within the metropolitan area, with- 
out the consent of such municipalities 
and without a permit, was upheld by the 
Illinois Supreme Court. 

According to the municipalities, the 
transit authority is subject to the same 
regulation of service by ordinances as 
were its predecessors. The court point- 
ed out that the Public Utilities Act 
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abrogated these powers of the munici- 
palities. The Transit Authority Act it- 
self placed the authority outside of the 
effect of the ordinances. The will of the 
legislature was held to be controlling. 
In dismissing the municipality’s con- 
tention that it had complete control over 
the occupation of its streets, the court 
held that although the legislature had 
vested the municipalities with the power 
to prohibit the occupation of the streets 
to the exclusion of the general public, 
they did not have the power under any 
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grant of the legislature to prohibit the 
operation of automotive vehicles on the 
streets. 

Two municipalities, aggregating over 
100,000 persons within the metropolitan 
area, had adopted the act. This satisfied 


e 


the provision that the authority had no 
powers until such adoption. Upon this 
ground, the municipalities’ contention 
that they had not adopted such act was 
dismissed. Lustfield v. Chicago Transit 
Authority, 97 NE2d 347. 


Original Cost or Reproduction Cost Acceptable 


HE supreme court of Florida held 

that either reproduction cost, un- 
der the theory of Smyth v. Ames (1898) 
169 US 466, or original cost, under Fed- 
eral Power Commission v. H Nat. 
Gas Co. (1944) 320 US 591, 51 PUR 
NS 193, could be used in determining 
value for rate making as long as the end 
result was just and reasonable. 

The commission, in this instance, had 
based rates on original cost. Arguing 
that the issue had been decided in Tampa 
Electric Co. v. Watson (1941) 146 Fla 
695, 39 PUR NS 36, the company set 
forth the reproduction cost theory. The 
court held that the Tampa Case was not 
a precedent as to the reproduction cost 
theory because the statute required such 
finding in that case. 

In holding that either original cost or 
reproduction cost could be used, the 
court pointed out that it was not in its 
jurisdiction to decide which should be 
used but only to decide, where the com- 
mission adopts one and discards the 
other, whether such result was unjust 
and unreasonable. 
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The court, in approving the commis- 
sion order, said: 


In conclusion, we realize that we 
may appear to have wended our 
way through both territories and to 
have toyed with each theory without 
definitely allying ourselves with either. 
But from a view of the whole situa- 
tion, we are convinced that fairness 
and reasonableness may be meted out 
to consumer and investor by gauging 
the amount the latter is to receive on 
the basis of the “actual cost,” a figure 
which obviously is more accurate than 
“present value” based on estimate, 
and more stable when value is so af- 
fected by changing conditions, and 
that these changes may be compensat- 
ed from time to time by varying the 
percentage of return so that the holder 
of a share of stock will receive an 
amount to which he is at the time fair- 
ly entitled. 


Jacksonville Gas Corp. v. Florida R. 
and Pub. Utilities Commission, 50 So2d 
887. 


Higher Municipal Water Rate to Out-of-city Customers 


Not Considered 


A application for authority to reduce 
municipal water plant rates with- 


in the city by 8 per cent, to eliminate the 
10 per cent prompt payment discount, 
and to adopt a bimonthly billing system 
was approved by the Montana commis- 


sion. The proposed changes would 
neither materially affect the revenues re- 
ceivable by the water utility nor adverse- 
ly affect the interest of water users. 
They would result in a material saving 
in bookkeeping. 
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Discriminatory 


The fact that out-of-city users would 
continue to pay a higher rate was not 
considered discriminatory for two rea- 
sons. The first was that certain costs 
which were properly allocable to the wa- 
ter department were at the present being 
paid from general city taxes. The com- 
mission commented further on this point 
in these words: 

These items include portions of the 
salaries of the city council, clerk’s of- 
fice, treasurer’s office, legal depart- 
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ment, and engineering department. A 
proper allocation of the funds in these 
amounts would be a proper charge 
against the water department and if 
such an allocation were made the ex- 
penses would be paid by all water 
users whereas at the present time 
these amounts are paid from general 
taxes and are paid only by the resi- 
dents of the city. 


The second ground for the rate dif- 
ferential was that the city, in assuming 


the maintenance of the out-of-city mains 
after construction, had an obligation to 
provide for their maintenance and re- 
pair. The commission apparently ac- 
cepted the city’s estimate that approxi- 
mately $3.12 per year per customer 
would be necessary to provide for re 
placement, maintenance, and contin- 
gencies on the extra average footage 
of mains required for service to out-of- 
city customers. Re City of Helena 
(Docket No. 3902, Order No. 2233). 


e 


Commission Has Jurisdiction over Complaint against 
City’s Invasion of Town’s Water Territory 


HE Wisconsin commission dis- 

missed the objection by a munici- 
pality to its hearing a complaint by a 
neighboring town that the municipal 
water system was invading town terri- 
tory. 

The commission limited its findings 
to a decision on its jurisdiction over 
the matter. 

The town had been operating its sys- 
tem for some years and had laid mains 
throughout its territory, including the 
area in question. These mains were used 
as part of the town’s water system. 

Most of the city’s argument was based 
on the fact that the area in question had 


been annexed to its territory and was no 
longer within the town limits. The com- 
mission ruled that the annexation of the 
territory did not deprive the town as a 
water utility of the rights to the terri- 
tory set forth in its certificate. Carried 
to its logical conclusion, the commission 
said, the city’s argument would require 
the town to tear up its mains. 

Since the town was a duly certificated 
utility serving the area into which the 
city was extending service, the commis- 
sion ruled that the town’s complaint was 
one over which it could properly assume 
jurisdiction. Lake v. Milwaukee (2-U- 
3436). 


7 
Purchase of Electric Power by Municipality Not within 


Commission 


_ granting a certificate to an electric 
power company to enable it to con- 
struct, operate, and maintain a substation 
and two transmission lines to serve a mu- 
nicipality, the Missouri commission was 
faced with the problem of authorizing 
such service to the exclusion of a com- 
pany presently serving the municipality. 

The commission pointed out that utili- 
ties have frequently been refused permis- 
sion to extend facilities into the service 
area of another utility rendering satisfac- 
tory service and that, in general, this is 
sound regulatory law. However, said the 
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commission, the legislative policy of the 
state has been to vest in a municipality 
the absolute choice of whether it shall 
erect or acquire its own electric power 
plant or procure its requirements from 
another source. In the case of the latter, 
the municipality has authority to procure 
power from other cities owning and op- 
erating an electric plant or to purchase 
its requirements from a private corpora- 
tion, The commission, it was held, has no 
authority under law to regulate munici- 
pally owned electric power plants or to 
pass on the decision of the municipality 
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to cease purchasing its requirements from 
the company presently serving. Since the 
commission has no jurisdiction over mu- 
nicipally owned plants, to refuse to per- 
mit a utility to serve the municipality 
solely because it would injure or harm 
another utility, would be an unlawful ex- 
ercise of jurisdiction. 


REGULATION 


The only aspect over which the com- 
mission has jurisdiction is the effect upon 
the applicant company of permitting it to 
embark on an additional expenditure for 
additional required facilities to the detri- 
ment of the system at large and other 
customers. Re Union Electric Co. of Mis- 
souri (Case No. 11,942). 


& 
Taxicabs Operating over Regular Routes Held Illegal 


T=. operating on a regular 
schedule for the purpose of meet- 
ing a boat, which operates on a fixed 
and predetermined schedule, can only be 
regarded as a regular operation over a 
fixed route between fixed termini, ac- 
cording to the Louisiana commission. 
Such operations, it was held, are un- 
authorized unless the operator holds a 
certificate of public convenience and 
necessity. 

The commission cited an opinion by 
the attorney general which held that 


taxicabs may operate beyond the 7-mile 
limits of an incorporated municipality 
without being subject to commission reg- 
ulation if such trips are made upon spe- 
cial call and demand as required by pub- 
lic convenience and necessity. Such op- 
erations, however, should not serve as 
an excuse for intentional or regular com- 
petition by taxicabs with common car- 
riers of persons for hire, according to 
that opinion. Public Service Commis- 
sion v. Solito (No. 5611, Order No. 
5628). 


e 


Other Important Rulings 


HE United States Court of Appeals 

held that a regulation of a railroad 
requiring the segregation of white and 
colored passengers and a change of cars, 
if necessary, when an interstate train 
reached a specific point in a state, the 
enforcement of such regulation depend- 
ing upon the convenience of the railroad, 
was invalid and an unlawful burden on 
interstate commerce. Chance v. Lambeth 
et al. 186 F2d 879. 


The Colorado commission held that 
since it has no jurisdiction over a non- 
profit codperative association organized 
under the Rural Electrification Act it 
may not make the association a party 
respondent in an action to compel an 
electric company to serve a sparsely set- 
tled area, although the electric company 
has offered to surrender the territory to 
the association because it would be un- 
economical and unjustifiable for it to 
serve the area involved. Prospective Cus- 
tomers of Frontier Power Co. et al. v. 
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Frontier Power Co. (Case No. 5024, 


Decision No. 36283). 


The Massachusetts Department of 
Public Utilities, in awarding a certificate 
of convenience and necessity to a motor 
carrier to render bus service between 
Boston and the Cape area, gave consid- 
eration to the fact that the only existing 
through transportation between these 
two important areas of the state was fur- 
nished by a rail carrier over which it not 
only did not have complete regulatory 
control, but was not possessed of suffi- 
cient authority to compel the rendering 
of any service. Re Almeida (Almeida’s 
Bus Service) (DPU 8970). 


The Colorado commission denied a 
motor carrier certificate where a portion 
of the highway to be traveled over had 
not been completed and where it ap- 
peared that its completion was remote. 
Re Messerschmitt (Application No. 
11000, Decision No. 36192). 
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The Texas Civil Court of Appeals held 
that the commission has the exclusive 
right to grant and amend motor carrier 
certificates upon such terms and condi- 
tions as it may impose, and while the 
courts have authority to strike down a 
certificate that is arbitrary or otherwise 
illegal, it does not have the power to 
write a new certificate or to administer 
the motor transportation laws. Merchants 
Fast Motor Lines, Inc. et al. v. Newman 
et al. 236 SW2d 646. 


The court of civil appeals of Texas, in 
affirming a commission order canceling 
a motor carrier certificate for illegal op- 
erations, refused to discuss, on the merits, 
the question of whether the proceeding 
(which is penal in nature) and the fact 
that such illegal operations are punish- 
able by criminal statutes would place the 
carrier twice in jeopardy for the same 
offense, because there was no evidence in 
the record that the carrier had been 
prosecuted, convicted, or acquitted under 
the criminal statutes. Stotts v. Railroad 
Commission, 236 SW2d 210. 


The Missouri commission denied a 
seed processing company’s application 
for authority to construct and maintain 
overhanging canopies at substandard 
vertical clearances of 18 feet above the 
top of the railroad track adjacent to its 
building, where, after a consideration of 
all the evidence in the case, it appeared 
that the needs of the company and the 
protection of the railroad crewmen could 
best be accomplished by the use of other 
types of canopies. Re Mangelsdorj 
(Case No. 12,105). 


The supreme court of Oklahoma held 
that the determination whether there is 
substantial evidence to support an order 
made by the commission does not require 
that the evidence be weighed, but only 
that the evidence tending to support the 
order be considered to determine whether 
it induces the conviction that the order 
was proper or furnishes a substantial 
basis of facts from which the issue ten- 
dered could be reasonably resolved. 
Cities Service Oil Co. v. Anglin et al. 
228 P2d 191. 
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MISSOURI PUBLIC SERVICE COMMISSION 


Re Union Electric Company 
of Missouri 


Case No. 12,080 
March 12, 1951 


PPLICATION by electric company for order granting approval 
A of the exercise of rights and privileges conferred by munic- 
ipal ordinances, or for order dismissing application as un- 

necessary; dismissed. 


Procedure, § 21 — Necessity of hearing — Operational matter. 
1. A formal application on notice is unnecessary when a company applies 
for an order relating to the exercise of franchise rights, involving simply 
an operational matter having no relation to rates or service, with Commission 
conclusions which will not impair or in any manner restrict the right of 
local municipalities under the law to deal fully with the subject of granting 
or withholding local franchises, p. 34. 


Franchises, § 3 — Necessity of municipal grant — County grant before incorpora- 
tion of municipality. 

2. Franchises from cities, towns, and villages incorporated after a county 
court has granted franchises covering unincorporated territory subsequently 
enveloped in the boundaries of such a newly created and incorporated city, 
town, or village and in which the holder of the county franchises had begun 
operations prior to the creation of the municipality, are not a prerequisite 
to the right to serve in such cities, towns, and villages, p. 35. 


Certificates of convenience and necessity, § 66 — Local consent — County franchise 
before incorporation of municipality. 
3. County court franchises for the construction and maintenance of electric 
facilities on, under, and across the public roads and highways of a county, 
prior to the incorporation of a municipality in the franchise area, con- 
stitute the proper municipal authorities as the term is used in § 393.170 
Revised Statutes of Missouri 1949, making such municipal authority a 
prerequisite to the grant of a certificate; and the fact that a municipality 
was created and incorporated prior to the time when the Commission granted 
a certificate of convenience and necessity is immaterial, since contractual 
rights ‘growing out of the county franchises, and the operations thereunder, 
attached prior to the incorporation of the municipality, p. 35. 
Franchises, § 8 — Constitutional rights — Impairment of contract. 
4. A franchise granted to a public utility corporation to place its poles and 
wires upon streets and highways is a grant of contractual rights constitu- 
tionally protected from impairment, and the fact that the franchise territory 
is later incorporated into a municipality does not affect the prior right of the 
company to serve in such territory, even though a municipality may exercise 
reasonable regulation under the police power, p. 35. 
[3] 33 88 PUR NS 
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Certificates of convenience and necessity, § 47 — When required — Effect of 
renewal franchise. 
5. An electric corporation which has been granted a certificate of con- 
venience and necessity of unlimited duration, supported by the required 
statement showing that it has received municipal consent, need not, at or § 
near the time of expiration of the local franchise, submit a renewal or any 
new franchise to the Commission for approval, p. 37. 
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Franchises, § 15 — Jurisdiction of Commission — Approval or disapproval. 
6. The Commission has no jurisdiction to approve or to disapprove a munic- 
ipal franchise, p. 37. Ladue 
Certificates of convenience and necessity, § 127 — Operations permitted — Munic- " 
ipal annexation of rural area. Miss 
7. A public utility which has been granted a certificate of convenience and and 
necessity based upon a county court franchise has the right to continue to @ tilica 
serve in all portions of the rural area covered by the certificate which may @ of ut 
thereafter be annexed to a municipality, notwithstanding another utility J area: 
may hold a previously granted certificate to serve within the pre-existing twel’ 
corporate limits of the municipality; denial of such continuing right would 
impair an existing contract, p. 37. — 
pora 
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Franchises, § 12 — Powers of Commission — Filing of franchise. 


8. The Commission, under its general regulatory powers, may require the 
filing of renewal franchises for its records even though the corporation is 
not required to submit such franchises for Commission approval, for an 
order to operate thereunder, for a new certificate of convenience and neces- 
sity, or for any other purpose, p. 37. 


By the Commission: On January is purely and simply an operational 


16, 1951, the Union Electric Company 
of Missouri filed a verified application, 
the prayer of which seeks an order of 
this Commission either (1) authoriz- 
ing it to exercise all the rights and 
privileges described in certain munici- 
pal ordinances of twelve municipalities 
(copies of which are attached to the 
application) and to assume all lawful 
obligations arising therefrom or, alter- 
nately, (2) dismissing the application 
on the basis that no further authority 
of this Commission is required in order 
for the company to operate in the ter- 
ritory in which it already holds certifi- 
cates of convenience and necessity and 
in which it has heretofore received the 
consent of the proper local authorities. 

[1] A formal hearing of the appli- 
cation, on notice, is unnecessary. This 
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matter having no relation to rates or 
service and our conclusions will not 
impair or in any manner restrict the 
right of local municipalities, under the 
law, to deal fully with the subject of 
granting or withholding of local fran- 
chises to this public utility. 


Finding of Facts 


Assuming the truth of the allega- 
tions of this verified application, these 
are the facts: 

The names of the twelve municipal- 
ities, their dates of incorporation, the 
effective dates of the franchises 
granted, and the expiration dates there- 
of, are as shown on page 35. 

The applicant is an electrical public 
utility corporation, organized and ex- 
isting under the laws of the state of 
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Missouri. This Commission in 1922 
and 1923 granted this applicant cer- 
tificates of convenience and necessity, 
of unlimited duration, to serve in the 
areas encompassed by each of these 
twelve municipalities of St. Louis 
county, Missouri. Prior to the incor- 
poration and creation of these twelve 
municipalities, the predecessors of the 
applicant were conveying and furnish- 
ing electric energy to the public in the 
areas of these municipalities of the 




















es- 

county pursuant to franchises from the 

county court of the county granting 
al such predecessors the right and 
om power to maintain poles, wires, 
ot and other apparatus for conveying 
he electric energy along, under, upon, 
ie over, and across all the public 
of highways, roads, and other public 
. ways and grounds of the county. 
Four of such county court franchises 
were granted to applicant’s predeces- 
sors. They were acquired by this ap- 
ig plicant coincident with the granting of 
e such certificates of convenience and 

necessity. The first one (granted in 
" 1892 and expiring in 1942) is not ma- 
. terial to the present question. The 
; next one was granted in 1903 (expir- 






ing in 1948) to the King Electric Com- 
pany, and covered the territory now 
included in University City, thereafter 
created in 1906. The other two coun- 
ty court franchises are current. One 
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Date of Effective Date Date of 
Incorporation of Franchise Expiration 
asc 9- 6 12-20-44 12-19-64 
eoee 12-15-19 3- 6-45 3— 5-65 
une 4- 7-13 11-10-47 11- 9-67 
sil adias 4-29-29 2-16-48 2-15-68 
beaed 7-31-37 2-18-48 2-17-68 
Be ee 12-27-46 2-23-48 2-22-68 
vow 3-15-39 3- 9-48 3- 8-68 
Paaae 9- 9-36 3-11-48 3-10-68 
wah be 1-10-47 9-27-48 9-26-68 
eee 5— 5-13 3- 8-49 3- 7-69 
6-30-20 7-11-49 7-10-69 


3- 6-50 


of these was granted June 3, 1912, for 
fifty years, to Suburban Electric Light 
and Power Company, and the other on 
October 28, 1912, for forty-five years 
to Western Power and Light Com- 
pany. Both covered the areas of the 
eleven other municipalities, which were 
created after 1912. 


Opinion and Conclusions of Law 
1 


[2-4] Electrical corporations de- 
rive their authority to serve an area 
from our certificates of convenience 
and necessity granted pursuant to § 
393.170, RS Mo 1949. This has been 
the law since the creation of this Com- 
mission on April 15, 1913. However, 
we have no power under that statute 
to grant such a certificate in the first 
instance unless the applicant therefor 
files with us “a verified statement of 
the president and secretary of the cor- 
poration, showing that it has received 
the required consent of the proper mu- 
nicipal authorities.” This is the mini- 
mum required although the statute 
does not prohibit the filing of the fran- 
chise itself. 

At all times here involved, the coun- 
ty courts were authorized (Laws, 
1901, p. 233, now § 229.100, RS Mo 
1949) to grant franchises for the con- 
struction and maintenance of electric 
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facilities on, under, and across the pub- 
lic roads and highways of the county, 
and the cities, towns, and villages of 
the county also were authorized to 
grant franchises of like import. (Sec- 
tion 1341, RS Mo 1899, now § 
393.010, RS Mo 1949, and § 6501, 
RS Mo 1899, now § 71.520, RS Mo 
1949.) Such last-named franchises 
are a prerequisite to the right to serve 
in such cities, towns, and villages as 
were incorporated and in existence 
when a county court franchise was 
granted. It is otherwise in cases 
wherein the cities, towns, and villages 
were incorporated after the county 
court had granted franchises covering 
unincorporated territory of the county 
which was subsequently enveloped in 
the boundaries of the newly created 
and incorporated city, town, or village 
and when the holder of the county 
franchise had begun operations in such 
territory under the county franchise 
prior to the creation of the municipal- 
ity. In such cases the county court 
franchises constitute “the proper mu- 
nicipal authorities” as the term is used 
in § 393.170, ibid, and the proper sup- 
port for granting the certificates of 
convenience and necessity. The fact 
that some of these twelve municipal- 
ities were created and incorporated 
prior to 1922 and 1923 when we 
granted the certificates of convenience 
and necessity is immaterial, as our 
next section hereof will demonstrate. 
Contractual rights growing out of the 
county franchises, and the operations 
thereunder, had attached prior to the 
incorporation of the municipalities. 


2 


The law is well settled that when a 
public utility places its poles and wires 
88 PUR NS 


upon streets and highways with the 
consent of the county court of the coun- 
ty, the fact that the territory is later 
incorporated into a municipality does 
not affect the prior right of the com- 
pany to serve in such territory. Clo- 
verdale Homes v. Cloverdale (1913) 
182 Ala 419, 62 So 712, 47 LRA NS 
607; Spring Water Co. v. Monroe 
(1909) 55 Wash 195, 104 Pac 202: 
Grand Rapids v. Grand Rapids Hy- 
draulic Co. (1888) 66 Mich 606, 33 
NW 749. 

Missouri is in step therewith. 
Westport v. Mullholland (1900) 159 
Mo 86, 92, 60 SW 77, 53 LRA 442. 
Judge Valliant, speaking for the 
court en banc, expressed the law in 
this language: 

“That the city could not by its or- 
dinance deprive the railroad company 
of its franchise or impair the obliga- 
tion of its contract with the county 
court, treating the grant of the fran- 
chise and its acceptance as a contract, 
is a proposition of law that has not 
been gainsaid in this country since the 
decision in the Dartmouth College 
Case in 1819 (4 Wheat. 518, 4 L ed 
629).” 

The court posed this question: 
Whether the authority of the munic- 
ipality asserted under the ordinance 
was an impairment of the contract or 
only a reasonable regulation of its 
exercise. 

The court held that under the un- 
alienable police power this municipal 
ordinance could be enforced as a rea- 
sonable and lawful regulation implied 
in the franchise granted by the county 
court, but gave this warning (159 Mo 
at p. 93): 

“ . . if this ordinance is con- 
strued to mean that it is left with the 
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city officers to say, arbitrarily, whether 
or not the railroad company may tear 
up the streets to make repairs, it would 
be equivalent to subjecting the exist- 
ence of the franchise to the will of the 
board of aldermen and would be in 
violation of the Constitution.” (Ital- 
ics supplied. ) 

The basic principle underlying the 
foregoing cases is that our National 
Constitution prohibits a state from 
passing any law which impairs the 
obligation of contracts. Art I, § 10, 
US Const. Our Missouri Constitu- 
tion (Art I, § 13) imposes the same 
restraint upon this state and its munic- 
ipalities. 

While contracts are impervious to 
impairment by statutes and municipal 
ordinances, at the same time the police 
power is transcendent over the contract 
to the extent that the municipality, if 


it so desires, may provide for the rea- 
sonable exercise, in the municipality, 
of the holder’s rights under the pre- 
existing county franchise or one of its 


own. Such local franchises here 
tendered are exceedingly desirable as 
an incentive to co-operative opera- 
tional efforts and the assurance of a 
fair understanding, by all parties con- 
cerned, of the subject of local police 
power regulations, but under the facts 
herein they are unnecessary to confer 
operating rights. 

When the pre-existing county fran- 
chise had not become a contract, with- 
in the meaning of the law, prior to the 
creation of the subsequently incorpo- 
rated municipality, then a local munic- 
ipal franchise would be a prerequisite 
to the right to serve in the municipal- 
ity, since this situation would be anal- 
ogous to a case wherein the munici- 
pality was created prior to the granting 


of the county franchise. However, so 
long as such pre-existing county fran- 
chise remains wnexecuted by action 
under it prior to the creation of the 
municipality it would be a mere li- 
cense with no vested contract rights 
protected against impairment by the 
Constitution. Pearsall v. Great 
Northern R. Co. (1896) 161 US 646, 
40 L ed 838, 843, 16 S Ct 705, 708. 


3 


[5-8] We adhere to the principles 
enunciated in our Ozark Utilities 
Company Case, No. 10459, decided 
July 12, 1944, 26 Mo PSC 635, 55 
PUR NS 360. We there held that 
where we had granted a certificate of 
convenience and necessity, of unlimited 
duration, to an electrical corporation 
which at the time was supported by a 
verified statement of the president and 
secretary of the corporation showing 
that it has received the required con- 
sent of the proper municipal author- 
ities (in that case a city), it was wholly 
unnecessary, at or near the time of the 
expiration of such local franchise for 
the holder thereof to submit a renewal, 
or any new, franchise to us for ap- 
proval. 

We also held that it was not our 
province to approve or disapprove a 
local municipal franchise and that 
when § 393.170, ibid, is strictly fol- 
lowed we would have no opportunity 
to know the details of the franchise. 

We also pointed out the fact that if 
our approval or disapproval of the lo- 
cal franchise was requisite, an intoler- 
able condition might arise if we disap- 
proved the franchise and sought to im- 
pose terms and conditions which would 
not be agreeable to the contracting 
parties. 
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When rural areas are being served 
by a public utility under our certifi- 
cate of convenience and necessity which 
is based upon a county court franchise, 
we have regarded it to be the right 
of the utility to continue to serve in all 
portions of such rural area which 
thereafter may be annexed _ to 
a municipality, notwithstanding an- 
other utility may hold a previously 
granted certificate to serve within the 
pre-existing corporate limits of the 
municipality and we now so hold. The 
denial of such continuing right would 
certainly impair an existing con- 
tract. 

A comparison of the facts in the 
Ozark Case, supra, with the facts in 
this case has not prompted any distinc- 
tion in the controlling principles in- 
volved. Having, as the applicant does, 
the requisite continuing support of its 
unexpired county franchises which un- 
derlie its unexpired certificates of con- 
venience and necessity, this applicant 
was under no necessity to have sub- 
mitted these twelve municipal fran- 
chises for our approval, for an order 
to operate thereunder, for a new certifi- 


cate of convenience and necessity or 
for any other purpose. Neither § 
393.170, ibid, nor any other statute 
requires any such submission under 
the circumstances herein. Nothing 
herein contained should be construed 
as holding that renewals of local fran- 
chises are unnecesary. What we do 
hold is that the law does not require 
their submission to us, under the fac- 
tual situation as it exists herein, for 
our approval, operational orders, or 
any other purpose. However, the 
Commission, under its general regula- 
tory powers, may require the filing 
thereof for its records. 

Entertaining these views, it is, there- 
fore, 

Ordered: 1. That the application 
of the Union Electric Company of 
Missouri, filed herein on January 16, 
1951, be and the same is hereby dis- 
missed. 

Ordered: 2. That this order shall 
become effective fifteen days from the 
date hereof, and that the secretary of 
this Commission shall forthwith serve 
certified copies of same on all inter- 
ested parties. 





MASSACHUSETTS DEPARTMENT OF PUBLIC UTILITIES 


Re Smith Paper, Incorporated 


D.P.U. 8360 
February 28, 1951 


ETITION for investigation and determination of reasonable- 
| otto of electric rates charged under expired contract and 
under a superseding contract; petition dismissed for lack of ju- 
risdiction with respect to expired contract and dismissed on 

merits with respect to existing contract. 


Commissions, § 17 — Jurisdiction — Statutory limitations. 
1. The Department is a creature of the legislature and its powers are strictly 
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RE SMITH PAPER, INC. 


limited to those specifically delegated to it and to those reasonably to be 
inferred from the statutes, p. 41. 


Reparation, § 11 — Department jurisdiction — Discriminatory rate contract — 
Retroactive action. 

2. The Department has no jurisdiction over an action by a customer to 
recover charges under a contract which no longer exists, since the remedy 
in such a case is judicial rather than legislative, p. 41. 

Procedure, § 12 — Moot questions. 
3. The Commission should not make findings in a proceeding in which there 
is and can be no relief granted by it, p. 41. 

Rates, § 212 — Contracts — Validity. 
4. A special rate contract between a utility and one of its customers is valid 
and enforceable while it is still in existence, p. 42. 

Rates, § 3 — Constitutional limitations — Modification of contract. 


5. Action of the state through its proper tribunal in setting aside a rate 
contract and specifying proper rates to be charged is not violative of the 
constitutional prohibition against interference with contract rights, since 
such a contract is subject to the police power of the state, p. 42. 


§ 214 — Modification of contract. 


6. The extraordinary power of interference with contracts should be spar- 
ingly exercised and only on the ground that the welfare of the general 
public demands it; and the fact that the terms of a contract bear heavily 
on one party or the other is not sufficient to warrant this interference unless 
it can be shown that the general public welfare is involved, p. 42. 


§ 218 — Rate contracts — Public interest. 

Statement that the general public becomes interested in a rate contract pro- 
viding special rates to a particular customer only when the revenues of the 
operating utility are so adversely affected by the special rates that the ability 
of the company to furnish adequate service to other customers is affected 
or when service is being furnished under the special contract at less than 
cost, resulting in an inequitable distribution of the burden of production costs, 
p. 44. 

Rates, § 644 — Need for investigation — Reasonableness of return as factor. 
Statement that a rule of thumb employed by the Commission in analyzing 
utility operating results, in order to decide whether an investigation should 
be made into the propriety of a company’s rates, is the return earned on 
invested capital and net utility operating property, p. 45. 


¥ 


APPEARANCES: Richard M. Russell Peter J. Schweitzer, Inc., own and 
and Donald C. Starr, for petitioner; operate four paper mills on the Housa- 
David R. Pokross, for Western tonic river in Lee, Massachusetts. 
Massachusetts Electric Company. These mills are located within the 

By the Department: The petitioner, territory customarily served by West- 
Smith Paper, Inc. (hereinafter called ern Massachusetts Electric Company 
Smith), and its successor in interest, and its predecessor, Pittsfield Electric 
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Company (hereinafter referred to 
without any distinction between them 
as Western Massachusetts), the re- 
spondent in these proceedings. 

Western Massachusetts, an electric 
company subject to the jurisdiction of 
the Department under General Laws 
Chap 164, distributes electricity with- 
in a large number of cities and towns 
in the western part of the common- 
wealth, from the Vermont border to the 
Connecticut border, and from the New 
York border to the Quabbin reservoir. 
It generates current at hydro stations, 
the principal ones of which are on the 
Connecticut river at Turners Falls and 
at the Cobble Mountain reservoir on 
the Westfield river, and at steam sta- 
tions, the principal ones of which are 
located within or near the city of 
Springfield. It also obtains current 
under contract with the Connecticut 
Valley Power Exchange, which also 
serves Hartford and other territory in 
the state of Connecticut. It is inter- 
connected with the so-called New Eng- 
land grid and with the entire north- 
eastern power system. 

Smith and Western Massachusetts 
entered into a contract on September 
17, 1942, wherein Western Massachu- 
setts agreed to supply Smith with 
large quantities of high-tension elec- 
tricity until August, 1944, and there- 
after until terminated. The price 
which Smith agreed to pay for this 
current was substantially less than that 
quoted in the general rate structures of 
the Western Massachusetts on file 
with the Department as applicable to 
industrial customers generally. This 
price was, however, higher than the 
price charged for similar current to 
another comparable customer of West- 


88 PUR NS 


40 


ern Massachusetts who was _ also 
served under a special contract. 


The contract of September 17, 1942, 
was thereafter canceled in accordance 
with its terms and a superseding con- 
tract was entered into dated April 1, 
1947, between Smith and Western 
Massachusetts. The prices to be 
charged by Western Massachusetts 
under this contract were lower than 
the prices would be to other industrial 
customers generally within the terri- 
tory in which Smith’s properties were 
located. Such price was, however, 
higher than the price charged under 
Western Massachusetts tariffs to in- 
dustrial customers generally within the 
so-called Springfield area of western 
Massachusetts, which is some miles 
distant from the town of Lee and 
which has different characteristics of 
location, density of population, and 
load factor from that obtaining in the 
so-called Pittsfield area within which 
Smith’s property is located. 

These proceedings were brought by 
the filing of a petition wherein Smith 
requests the Department to make an 
examination of and an inquiry into the 
circumstances surrounding the two 
contracts and that the Department 
make such orders relative to the rates 
and charges contained therein as it 
deems that the interests of the public 
and of the petitioner require “includ- 
ing a determination that the rates, 
terms, and conditions in said contracts 
dated September 17, 1942, and April 
1, 1947, were and are excessive, un- 
reasonable, and discriminatory, and 
further to determine the rates, terms, 
and conditions that would have been 
fair, reasonable, and not discrimi- 
natory at the times when said contracts 
were entered into.”” A motion to dis- 
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miss the petition was filed by the re- 
spondent on the ground that the De- 
partment lacked jurisdiction in the 
premises. This motion was denied 
without prejudice and the matter was 
set down for hearing before the Com- 
mission. Such hearings were held on 
June 29, 1950, September 26, 1950, 
September 27, 1950, and October 31, 
1950, and much detailed testimony 
was offered and received and a sub- 
stantial number of exhibits was intro- 
duced. 

At the threshold of consideration of 
this matter, the Department is faced 
with a renewal of the motion to dis- 
miss made by the respondent who 
urges vigorously that we have no 
jurisdiction to consider the allegations 
of the petition. 

[1] As we have had occasion from 
time to time to point out, the Depart- 
ment is a creature of the legislature, 
and its powers are strictly limited to 
those specifically delegated to it and to 
those reasonably to be inferred from 
the statutes. New England Teleph. & 
Teleg. Co. v. Department of Public 
Utilities, 262 Mass 137, PUR1928B 
396, 159 NE 743, 56 ALR 784; Bos- 
ton Consol. Gas Co. v. Department of 
Public Utilities (1947) 321 Mass 259, 
69 PUR NS 428, 72 NE2d 543; 
Cooney v. Southern Berkshire Power 
& Electric Co. (1947) 73 PUR NS 
56; Beaser v. Edison Electric Illum. 
Co. PUR1922E 492; Halifax Elec- 
tric Cooperative v. Western Mass. 
Electric Co. (1951) D. P. U. 9204, 
88 PUR NS post, p. —. And see 
Clarke v. Guilford-Chester Water Co. 
(Conn 1943) 47 PUR NS 278. Ac- 
cordingly, unless we can find in the 
General Laws some grant of jurisdic- 
tion authorizing us to give the relief 


prayed for in the petition, we must 
allow the motion to dismiss. 

[2, 3] Special contracts between an 
electric utility and its customers are 
governed by § 94 of Chap 164 of 
the General Laws, which provides, in 
so far as it is pertinent, that, until the 
Department otherwise orders after no- 
tice and determination that the public 
interest so requires, a company may 
sell electricity under a special contract 
at other than filed rates, provided 
each such contract is filed with the De- 
partment. The Department may also, 
where service under a special contract 
has continued for three years or more, 
make such order relative to the price 
of current delivered thereunder as it 
deems the public interest requires. 
Since even the present contract has 
been in effect for more than three 
years, it is not necessary to resolve the 
apparent conflict in this section. 

As to the first of these contracts, 
dated September 17, 1942, the most 
important incident seems to us to be 
that it is no longer in effect. We are 
asked to find upon the evidence that 
the rates set in this contract were un- 
reasonable and to state what proper 
rates would be. Petitioner bases this 
request in large part on the dictum in 
Beaser v. Edison Electric Illum. Co. 
supra, and on the general investigatory 
powers granted by § 76 of General 
Laws Chap 164. 

If there has been an unreasonable 
discrimination as between Smith and 
other customers of Western Mas- 
sachusetts as the result of this contract, 
such discrimination no longer exists, 
since service is not now furnished 
thereunder. The remedy in such case 
is judicial and not legislative. This 
Department has consistently refused to 
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hear claims for reparation unless it has 
been specifically empowered to do so by 
the applicable statutes. Beaser v. Edi- 
son Electric Illum. Co. supra; Para- 
mount Clothing Co. v. Boston Consol. 
Gas Co. (1943) 51 PUR NS 1; Clif- 
ford v. Boston Consol. Gas Co. (1946) 
65 PUR NS 142 (rev'd on other 
grounds, Boston Consol. Gas Co. v. 
Department of Public Utilities, su- 
pra). As we said in the last-cited 
case : 

“Tt is clear from G.L. (Ter. Ed.), 
Chap 164, §§ 93 and 94, that our reg- 
ulatory functions with respect to gas 
and electric rates are purely prospec- 
tive, and not retrospective, in opera- 
tion. We are of opinion that the rem- 
edy of a customer of a gas or electric 
company, in case of a charge to the 
customer of an amount in excess of 
that allowed by law, is by action of 
contract in the courts of this common- 
wealth, .’ (65 PUR NS at 
p. 148). 


One of the first matters which a 
court must determine in an action 
brought before it in accordance with 
the foregoing, is the question of 
whether the rates specified in such con- 
tract are unreasonable and, as a corol- 
lary, the level of charges which would 
not be excessive or discriminatory. 
We believe it would be improper un- 
der the conditions here in evidence for 
us, as an administrative tribunal, to 
make findings in vacuo which would 
not be binding on the judicial fact- 
finding body and the only purpose 
that might be served by which would 
be advisory or monitory in character. 
We do not believe it to be a reason- 
able interpretation to be placed on the 
dictum contained in our findings in the 
Beaser Case, supra, and to which we 
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have referred, that the Department 
should make findings in a proceeding 
in which there is and can be no relief 
granted by the Department. Since we 
find nothing in the statutes to support 
such an investigation, we must con- 
clude that we have no jurisdiction to 
make it, and we will grant the motion 
to dismiss as to the contract of Sep- 
tember 17, 1942. 

[4-6] The issues regarding the 
other contract, that of April 1, 1947, 
are radically different since that agree- 
ment is currently effective. This con- 
tract was entered into by the parties 
after extended negotiations, in the 
course of which Smith had the benefit 
of skilled professional engineering as- 
sistance. Such a special contract be- 
tween a utility and one of its customers 
is perfectly valid and enforceable while 
it is still extant. Columbus R. Pow- 
er & Light Co. v. Columbus, 249 US 
399, 63 L ed 669, PUR1919D 239, 
39 S Ct 349, 6 ALR 1648; Orange v. 
Athol Gas & E. Co. (Mass) PUR 
1920C 1033; Re Spring Valley Water 
Co. (Cal) PURI919E 365. Sucha 
contract is, however, subject to the 
police power of the state, which may, 
through its proper tribunal, set aside 
the contract price and specify the prop- 
er price thenceforth to be charged. 
General Laws, Chap 164, § 94, supra. 
Such action is not violative of the con- 
stitutional prohibition against interfer- 
ence with contract rights. Fall River 
v. Public Service Commission, 228 
Mass 575, PUR1918B 141, 117 NE 
915; Arlington Board of Survey v. 
Bay State Street R. Co. (1916) 224 
Mass 463, 113 NE 273; Re Scituate 
Water Co. (Mass) PUR1919D 842, 
844; Union Dry Goods Co. v. Georgia 
Pub. Service Corp. 248 US 372, 63 
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L ed 309, PUR1919C 60, 39 S Ct 
117, 9 ALR 1420; Hudson County 
Water Co. v. McCarter (1908) 209 
US 349, 52 L ed 828, 28 S Ct 529; 
State ex rel. Burr v. Jacksonville Ter- 
minal Co. 90 Fla 721, PUR1926C 
115, 106 So 576; Edison Storage 
Battery Co. v. Public Utility Comrs. 
93 NJL 301, PUR1920B 234, 108 Atl 
247; Re Guilford Water Co. 118 Me 
367, PUR1920C 363, 108 Atl 446. 
But this extraordinary power of inter- 
ference with contracts should be spar- 
ingly exercised and only on the ground 
that the welfare of the general public 
demands it. And, in our opinion, the 
fact that the terms of the contract bear 
heavily on one party or the other is 
not sufficient to warrant this interfer- 
ence unless it can be shown that the 
general public welfare is involved. 
We so stated in Mayor of Springfield 
v. United Electric Light Co. (1941) 
39 PUR NS 135, where the city of 
Springfield was asking for a modifica- 
tion of the street lighting rates con- 
tained in a contract with the power 
company. We there said, at p. 
143: 

“Tt is manifest that if the Depart- 
ment, in the exercise of the discretion 
given it by the statute, should in effect 
reduce the contract price, the reduction 
would benefit not the customers of the 
company so much as the taxpayers. 
The taxpayers of Springfield may fair- 
ly be said to have been represented 
when the. contract was signed by its 
duly qualified officials and in the ab- 
sence of evidence indicating substan- 
tial injustice because of excessively 
high rates we are of the opinion, as 
matter of principle, that a contract be- 
tween competent and independent par- 
ties entered into willingly should not 


be interfered with by a regulatory 
body except for adequate and compel- 
ling reasons in the public interest. The 
sanctity of contracts should not be 
easily violated or impaired.” 

In Arkansas Nat. Gas Co. v. Ar- 
kansas R. Commission, 261 US 379, 
382, 67 L ed 705, PUR1923C 714, 
716, 43 S Ct 387, the Supreme Court 
said: ‘While a state may exercise its 
legislative power to regulate public 
utilities and fix rates, notwithstanding 
the effect may be to modify or abro- 
gate private contracts there 
is, quite clearly, no principle which im- 
poses an obligation to do so merely to 
relieve a contracting party from the 
burdens of an improvident undertak- 
ing. The power to fix rates, when 
exerted, is for the public welfare, to 
which private contracts must yield; 
but it is not an independent legislative 
function to vary or set aside such con- 
tracts, however unwise and unprofita- 
ble they may be. Indeed, the exer- 
tion of legislative power solely to that 
end is precluded by the contract im- 
pairment clause of the Constitution. 
The power does not exist per se. It 
is the intervention of the public inter- 
est which justifies, and at the same 
time, conditions, its exercise.” 

In Clarke v. Guilford-Chester Wa- 
ter Co. (1943) 47 PUR NS 278, 282, 
283, the Connecticut Commission 
said : 


«ec 


it is clear that the 


power of the Commission to modify 
contracts between a utility and its cus- 
tomers is related to the general public 
welfare and not to the hardship of a 


particular customer. it is the 
public interest and welfare as distin- 
guished from the interest and welfare 
of a particular customer which justi- 
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fies the exercise by the Commission of 
the police power vested in it 12 
See also Re Coal Creek Water & 
Light Co. (Colo) PUR1926D 571; 
Ohio & C. Smelting & Refining Co. v. 
Public Utilities Commission, 68 Colo 
137, PUR1920D 197, 187 Pac 1082: 
Re Hackensack Water Co. (NJ) 
PUR1920C 160; Re Antrim-Ben- 
nington Electric Light & P. Co. 
(NH) PUR1922C 782; Re Rocking- 
ham County Light & P. Co. (NH) 
PURI917F 24; Public Service Com- 
mission v. Consolidated Gas, E. L. & 
Power Co. (Md) PURI919A 66; 
Wichita R. & Light Co. v. Court of 
Industrial Relations, 113 Kan 217, 
PUR1923D 593, 214 Pac 797. 


The contract of April 1, 1947, as we 
have found, provided for service at 
rates lower than those offered to oth- 
er similar customers in the Pittsfield 
rate district of the company. The 
prayer of petitioner is that even these 
rates be found to be too high and that 
Western Massachusetts be directed to 
furnish such service at a still lower 
rate. We do not understand in what 
respect such relief could be held to be 
required by considerations of the gen- 
eral public welfare. On the contrary, 
it seems to us that the general public 
becomes interested only when the rev- 
enues of the operating utility are so 
adversely affected by the special rates 
that the ability of the company to fur- 
nish adequate service to other custom- 
ers is affected or else when service is 
being furnished under the special con- 
tract at less than cost, resulting in an 
inequitable distribution of the burden 
of production costs. See Re Welling- 
ton Grill, D.P.U. 8283, Dec. 9, 1948. 
There is no evidence of the existence 
of either of these conditions in the in- 
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stant case and, if there were, we fail 
to see how a still further decrease in 
the contract rate would do anything 
except aggravate the situation. 

Smith also approaches its prob- 
lem by asking that the Depart- 
ment investigate and revise the entire 
rate structure of Western Massachu- 
setts to the end that the rates now ap- 
plicable in the Springfield rate area 
may be made available to Smith. The 
Department had before it a similar 
prayer in the Beaser Case (Mass) 
PUR1922E 492, where four custom- 
ers of the predecessor of Boston Edi- 
son Co. asked for relief from alleged 
excessive charges. We said in that 
case, briefly, that the methods outlined 
in §§ 93 and 94 of Chap 164 for com- 
mencing a general rate investigation 
comprised all of the paths by which 
such proceedings might be com- 
menced. The instant case is not one 
brought by a municipal authority nor 
by twenty or more customers of the 
utility, under § 93, and it cannot be 
converted into a general rate inquiry 
under that section. 

3y § 94 of Chap 164, the Depart- 
ment is authorized to investigate the 
rates of any electric utility at any time 
and, if it appears they are unjust or 
unreasonable, to order new, just, and 
reasonable rates to be filed. The in- 
stant petition is not an investigation 
by the Department, and we do not be- 
lieve that we are authorized to enter 
any general rate order without giving 
notice to all interested parties of our 
intention to initiate such general in- 
vestigation. We believe we do have 
power to order such an investigation 
to be instituted as the result of the 
evidence presented in this case, how- 
ever. Accordingly, we consider it our 
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duty to analyze such of the testimony 
as involves the over-all operating re- 
sults of Western Massachusetts in or- 
der to determine whether we should 
embark upon such an expedition. 


A rule of thumb employed in analyz- 
ing utility operating results in order 
to decide whether an investigation 
should be made into the propriety of 
its rates, is the return shown as 
earned by the company on its invested 
capital and its net utility operating 
property. As of December 31, 1949, 
Western Massachusetts showed a net 
plant investment in operating property 
of $45,092,479. After allowance for 
working capital, as computed by 
Smith, the figure which, on the evi- 
dence, we would be required to use as 
a rate base at that time would be 
$47,196,674. It showed unfinished 
construction at that date of $1,101,633 
which it is fair to assume would be 
incorporated into its plant account as 
of the present time, making an aggre- 
gate rate base of the present time of 
at least $48,298,307 which the com- 
pany would on the face of it be en- 
titled to use in an investigation com- 
menced now. It is pertinent to our 
consideration also to note that re- 
spondent intends within the next few 
years further to increase its net plant 
account by a further $12,000,000, se- 
curities to realize at least a large part 
of which it would be obliged to sell on 
the open market. Its capital structure 
as of December 31, 1949, was com- 
posed of $23,811,775 in capital stock 
and $6,632,756 in premiums paid in 
thereon, or a total of $30,444,531 in 
equity funds. It had outstanding long- 
term notes of $11,000,000 principal 
amount, and short-term notes payable 
in the aggregate sum of $2,695,000. 


Its interest charges on the long-term 
debt are $324,500 annually. Its earn- 
ings statements for the year ended De- 
cember 31, 1949, show an income bal- 
ance transferable to profit and loss of 
$2,859,782 plus credit out of hydro- 
equalization reserve of $120,985, mak- 
ing gross earnings after taxes and ad- 
justments of $2,980,768. 

The earnings statements for 1950 
are not in evidence. However, it ap- 
pears that certain major adjustments 
are necessary in order to place the 
1949 statement on either a pro forma 
or estimated actual basis for 1950. 

1. Western Massachusetts filed new 
rate schedules effective June 1, 1950, 
which entailed an estimated annual re- 
duction in gross revenues of $386,000. 
This would entail a reduction in 1949 
gross income figures of $225,000. 

2. The respondent placed a new 
low-cost steam generating station at 
West Springfield in operation in No- 
vember, 1949. Smith estimated net 
resulting savings in production costs 
of $1,642,168 before taxes but after a 
credit of $400,000 for maintaining ex- 
isting replaced units on a standby 
basis. 

3. Since depreciation was not fully 
accrued on the new West Springfield 
plant in 1949, and full taxes and inter- 
est on this plant were not charged to 
expense during the year, the operating 
expenses for 1950 on account of these 
items would be increased by an esti- 
mated $762,000. 

4. Payroll increases granted by the 
company, effective January 1, 1950, 
would affect the 1949 results on a pro 
forma basis by $165,000 before taxes. 

5. The wholesale supply contract 
with the Connecticut Valley Exchange 
had to be rewritten early in 1950, the 
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result of which was to increase the 
1950 expense items by $180,000 per 
annum. 

The net effect of these various mod- 
ifications which are required in trying 
to bring the 1949 figures to date for 
the purposes of this discussion is to 
increase the 1949 earnings by a gross 
of $310,000 in estimating 1950 re- 
sults. This figure, after present cor- 
porate income taxes, would be about 
$174,000. If this additional net rev- 
enue is added to the 1949 results, we 
get a pro forma figure for 1950 profit 
transferable to profit and loss of $3,- 
034,000. This figure represents a re- 
turn of a little under 10 per cent on 
respondent’s equity capital. Gross 
earnings of $3,441,000 represent a re- 
turn on the estimated rate base in the 
order of 7.1 per cent. 

In making any such rough calcula- 
tion as we have just gone through, in 
an era of sharply rising prices and in 
view of subsequent tax developments, 
it might be expected that the result 
will err upon the conservative side, 
and that we might find in the last analy- 
sis that respondent will not realize the 
increased earnings so computed. That 
this is the case in this instance is indi- 
cated by the testimony that the earn- 
ings of respondent for the first eight 
months of 1950 were below those for 


the corresponding period in 1949 py 
about $19,000. This conclusion is 
further substantiated by evidence 
dehors the record that the final results 
for 1950 show a relatively very small 
increase over net earnings in 1949. 
The annual return for 1950 filed by 
Western Massachusetts on February 
27, 1951, shows a net balance trans- 
ferable to profit and loss after hydro- 
equalization adjustment of $2,982,- 
588. 

On the record before us, it is our 
opinion that the operating results of 
Western Massachusetts as forecast for 
1950 do not indicate that the rates 
charged by this company for electric 
current are so unjust, unfair, or unrea- 
sonable as to warrant us in instituting 
an investigation of such rates upon our 
own motion under General Laws Chap 
164, § 94. 

Both parties before us filed requests 
for rulings, and have respectively 
waived the 10-day limitation estab- 
lished by § 5 of Chap 25 of the Gen- 
eral Laws. We deny the requests of 
Smith Paper, Inc., numbered 1 to 6 
inclusive. We deny the requests of 
Western Massachusetts Electric Com- 
pany numbered 6, 9, and 10. We 
grant the requests of Western Massa- 
chusetts numbered 1, 2, 3, 4, 5, 7, 8, 
and 11. 
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by January 31, 1951 
ary 
ns- PPLICATION for approval of proposed separation of gas prop- 
iro- A erties from electric properties of subsidiaries which are 
32 combination companies and for merger of electric subsidiaries 
into single company pursuant to holding company program for 
sur disposition of gas properties; approval granted. For related 
of decision, see post, p. 57. 
for Consolidation, merger, and sale, § 24.1 — Subsidiary electric companies — Holding 
tes company integration. 
- The merger of subsidiary electric companies into a single company, with one 
a- of the existing companies as the surviving company, was approved where 
ng the merger placed the contiguous electric properties of the companies into 
ur a larger and more efficient operating unit and reduced the large number of 
2p small units composing the holding company system, where the minority 
public stockholders of the subsidiaries participating in the merger received 
ts generous cash offers which were also fair to the holding company and its 






stockholders, where the merger was of interest to the holding company and 
its stockholders by eliminating the minority interests, and where it was 
advantageous to the minority interests to accept the cash offer because of 
the difficulties inherent in their position. 












Security issues, § 80 — Exchange of stock — Merger of subsidiary companies. 
Discussion of the proposed issuance of stock by a company surviving the 
merger of subsidiary electric companies, in exchange for the outstanding 
stock of the subsidiaries being merged, as affecting small public interests 
in the stocks of three of the subsidiaries, p. 48. 









Consolidation, merger, and sale, § 52 — Exchange of stock — Additional cash offer. 
Discussion of the fairness of a holding company’s cash offer to purchase 
stock of a company surviving the merger of subsidiary electric companies, 
which stock was being issued to public security holders in exchange for 
their stock in the subsidiaries being merged, p. 48. 
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for disposing of its gas properties, 
New England’ Electric System 
(“NEES”), a registered holding com- 
pany, and certain of its subsidiaries 
have filed applications-declarations 
pursuant to which the gas properties 
will be separated from the electric 
properties of those subsidiaries which 
are combination companies. In ad- 
dition, the applications-declarations 
provide for the merger of eight elec- 
tric subsidiaries into a single com- 
pany.’ The filings are made pursu- 
ant to §§ 6, 9, 10, and 12 of the Public 
Utility Holding Company Act of 1935, 
15 USCA §§ 79f, 79i, 79j, 791. 


Public hearings were held after ap- 
propriate notice, and our findings here- 
in are based upon a consideration of 
the record. 

The merger of the electric companies 
is proposed by NEES in order to 
place these contiguous electric proper- 


ties into a larger and more efficient op- 
erating unit. This will serve to reduce 
the large number of small units now 
composing the NEES system.® 

Such an intrasystem rearrangement 
of properties would ordinarily create 
no problem were it not for the exist- 
ence of small public interests in the 
stocks of three of the subsidiaries, 
Worcester Suburban, Gardner, and 
Winchendon. Under the proposal, 
these security holders will receive 
shares of the surviving company, 


Worcester County, for their electric 
company holdings in amounts to be 
described below. In addition, NEES 
will make an offer to them to purchase 
for cash the shares of Worcester coun- 
ty stock to which they are entitled at 
the price of $75 a share. One of the 
three companies, Worcester Subur- 
ban, has a small gas property which is 
to be separated. A similar exchange 
of stock will be made, using the shares 
of Blackstone Gas Co., which NEES 
will similarly offer to purchase at $40 
per share. 

Public security holders are at an ob- 
vious disadvantage in a company 
which is part of a larger holding 
company system. The interests of 
their particular company may not al- 
ways be identical with the interests of 
the system as a whole. When such a 
conflict arises, the management of the 
holding company has little choice but 
to make its decisions in the light of 
the over-all needs of the system, what- 
ever the effect on the minority holders 
of the subsidiary. The right to vote 
for directors is an illusory protection 
where the bulk of the voting stock is 
held by the parent company. In ad- 
ministering the act in the light of our 
duty to protect the interest of inves- 
tors, we must examine the fairness of 
the proposed offers to minority stock- 
holders of Worcester Suburban, Gard- 
ner, and Winchendon. 





1 These subsidiaries are: 

Worcester County Electric 
(“Worcester County”) 

Worcester Suburban Electric Company 
(“Worcester Suburban’’) 

Central Massachusetts Electric Company 
(“Central Mass.”) 

Wachusett Electric Company (“Wachu- 
sett”) 

Gardner Electric Light Company (“Gard- 
ner”) 

Athol Gas 
(“Athol”) 
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Company 


and Electric Company 


48 


Winchendon Electric Light and Power 

Company (“Winchendon”) 

Spencer Gas Company (‘ “Spencer”) 

2 NEES, a voluntary association created in 
Massachusetts by Agreement and Declaration 
of Trust, dated January 2, 1926, is exclusively 
a holding company and is registered as such. 
The NEES holding company system consists 
of 42 subsidiary companies of which 17 are 
electric utility companies, 7 are gas utility 
companies, 13 are engaged in both the electric 
and gas businesses, and 5 are engaged in other 
businesses. 
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The Department of Public Utilities 
of the commonwealth of Massachu- 
setts has approved those aspects of the 
proposed transactions subject to its 
jurisdiction, which, according to an 
opinion of counsel for the applicants- 
declarants, includes, among other 
things, the fairness of the proposed ex- 
change of shares hereinafter more fully 
described.* 


The comparative insignificance of 
the minority interests, as well as. the 
small size of the companies involved, 
together with the existence of the cash 
alternative, which we consider to be on 
the generous side, make it unnecessary 
to set forth an elaborate discussion of 


the value of those interests. In order 
that the minority holders may have a 
basis upon which to make their elec- 
tion between accepting stock or cash, 
the remainder of the opinion will pre- 
sent the pertinent financial data con- 
cerning the transactions and the com- 
panies affected. 


Proposed Transactions 


The amounts of gas properties to be 
separated and of the remaining elec- 
tric properties of the subsidiaries to be 
merged are shown in the following ta- 
ble, which reflects net utility plant at 
July 31, 1950, and gross revenues 
for the twelve months ended July 31, 
1950: 


TABLE I 


Net Plant 
$19,142,709 
6,478,049 
3,547,691 
2,419,614 
2,208,057 
1,076.880 
388,788 
300,698 


Worcester County 
Worcester Suburban 
Central Mass. 
Wachusett 

Gardner 

Athol 

Winchendon 


Gas 


Gross 
Net Plant 


Revenue 
$685,129 $308,873 
16,073 


12'587 
160,377 87,705 
182,045 64,352 
205,764 om 
207,432 156,054 


Electric 
Gross 
Revenue 
$9,078,527 
4,638,977 
1,842,904 
2,249,082 
1,316,413 
813,527 





$35,562,486 





41,753 
$20,394,886" $1,199,678 $515,270 


® After deducting intercompany eliminations of $47,740. 


Appendices A and B [omitted here- 
in], respectively, show, on a pro forma 
basis, the balance sheets as at July 31, 
1950, and income statements for the 
twelve months ended July 31, 1950, for 
the four gas subsidiaries, which are to 
acquire the gas properties. Appendices 
Cand D [omitted herein], respectively, 
show the balance sheets as at the same 
date and income statements for the 
same period of the eight subsidiaries to 
be merged, adjusted for the disposition 


of the gas properties ; it also shows the 
balance sheets and income statements 
of the surviving company, Worcester 
County, on a pro forma basis. 


Separation of Gas Properties 

The gas properties will be trans- 
ferred to three newly formed subsidi- 
aries of NEES and to Leominster Gas 
Company, an existing gas utility sub- 
sidiary of NEES, whose name will be 
changed to Wachusett Gas Company. 





8 We are advised that the applicants-declar- 
ants have filed with the Federal Power Com- 
mission applications relating to the proposed 
transactions. Apart from the terms of § 318 
of the Federal Power Act, 16 USCA § 825q, 


[4] 


nothing herein should be construed as affecting 
the necessity of compliance by the applicants- 
declarants with the Federal Power Act or with 
the rules and orders of the Federal Power 
Commission thereunder. 
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These companies will acquire the gas 
properties and other net assets allo- 
cated by the management to the gas 


business, in exchange for capital stock 
to be issued as shown in the following 
table: 


TABLE II 


Net Book Value of 
Gas Properties and 
Other Net Assets 
$195,004 
813,984 
166,967 
17,483 
170,158 


$1,363,596 


Transferor 


Worcester County 
Spencer 

Worcester Suburban 
Wachusett 


The difference between the net book 
value of gas properties, including other 
net assets, and the par amount of com- 
mon stock to be issued will be reflected 
on the balance sheets of the transferee 
companies as premium on common 
stock and surplus. The amounts as- 
signed to these premium and surplus 
accounts will be in the same propor- 
tions as those items now appear on the 
balance sheet of the transferor com- 
panies. 

The transferor companies, shown 
above, will convey to NEES the stocks 
they receive in exchange for the same 
aggregate par amounts of their own 
stocks now held by NEES, except in 
the case of Worcester Suburban, whose 
stock is not completely owned by 
NEES. In that case, because of the 
minority interests, the Blackstone Gas 
Company stock will be allocated on a 
pro rata basis to all stockholders of 
Worcester Suburban. Since the mi- 
nority interests aggregate about one 
per cent of Worcester Suburban, that 
percentage of the Blackstone Gas Com- 
pany common stock will be allocated 
to them. This results in the alloca- 
tion of 3.85 shares to the public stock- 
holders as a class, who will receive 
scrip for 36-ten thousandths of one 
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Aggregate 
Par Amount of 
Common Stock 

To Be Issued 
$159,500 
314,375 
143,100 
10,450 


Transferee 


PER TU. hie cdikecewen 
Central Massachusetts Gas Co. 
Central Massachusetts Gas Co. 
Bincustome Gas Co. .....ccce 
Wachusett Gas Co. ........... 


share of Blackstone Gas Company 
common stock for each share of 
Worcester Suburban presently held. 
The record indicates that no public 
holder of Worcester Suburban com- 
mon stock would have allocated to him 
a full share. Dealing with fractions of 
these amounts, it is extremely unlikely 
that sufficient fractions would be com- 
bined to make a full share. However, 
to alleviate this undesirable situation, 
NEES has offered to purchase these 
fractions on the bases of $40 for a full 
share of Blackstone Gas Company 
(equivalent to 14.4 cents per share of 
Worcester Suburban common stock). 

On the basis of the record, we find 
that the offer to purchase fractional 
scrip at the rate of $40 per share of 
Blackstone Gas Company common 
stock is not unreasonable and _ that 
the transactions involved in the sep- 
aration of the gas properties warrant 
our approval. 


Merger of Electric Companies 


In order to carry out the merger of 
the electric companies, Worcester 
County proposes to acquire all the 
electric properties and related assets 
of the other seven subsidiaries, subject 
to all of their related liabilities includ- 
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ing all of their debts to banks and to 
NEES. Worcester County proposes 
to issue 366,571 additional shares of 
$25 par value common stock having an 
aggregate par value of $9,164,275, in 
exchange for the same aggregate par 
value of stocks of the other seven sub- 


TS TEE, hdc bedwscchcecesevnesskes 


Gardner Common 
Gardner Preferred 


Tee eee eee eee eee eee 


Additionally, NEES proposes to of- 
fer cash to the public holders of the 
stock of subsidiaries, on the basis of 
$75 for each share of Worcester Coun- 


Wareets Se oh ods das ddccaesncsssees 
Ce CI oo. inne ic ducdenetensteeswes 
GY DUNNO Naceccctcasessvecesseeneves 


Winchendon 





No fractional shares of Worcester 
County are to be issued, but in lieu 
thereof fractional scrip will be issued. 
The cash offer for the Worcester 
County common stock or scrip is to 
remain in effect for sixty days follow- 
ing the effective date of the merger of 
the electric properties and separation 
of the gas properties. 

Inasmuch as it is the stock of the 
surviving company, Worcester Coun- 
ty, which is to be allocated to the 
public interest, we shall first consider 





4This compares with an aggregate underly- 
ing book value of $519,691 applicable to such 
shares. 
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TABLE III 
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TABLE IV 


ee 


sidiaries. NEES, the owner of most 
of the common stock of these eight sub- 
sidiaries, is to receive $355,040 of 
such shares with an aggregate par 
value of $8,876,006, and the balance 
is to be allocated to the public holders 
as follows: 


Shares of Worcester 
County Common 
Shares Held Stock To Be Allocated 


Present 


By Public Per Share Total 

anid oiane diel 1,070 1 1,070 

Par teueuarmate 3,110 2 6,220 
2,413 1 






ee eee eee eeee 





ty to which they would be entitled. 


Full acceptance of this cash offer would 
result in total cash outlay of $864,806 * 
as shown below: 






Shares Held Cash to Be Offered 
By Public Per Share Total 
paswesmen 1,070 $75.00 $80,250 
sctnaatan 3,110 150.00 466,500 
sc aemamnen-de 2,413 131.25 316,706 
9 150.00 1,350 





_— — $864,806 


the financial characteristics of that 
stock and then the treatment which is 
accorded to public holders of the elec- 
tric subsidiaries. Thereafter, we shall 
consider the alternative cash offers by 
NEES. 


W orcester County 

The territory to be served by Wor- 
cester County, the surviving company, 
is located in the central portion of 
Massachusetts, principally in Worces- 
ter County, extending from the Con- 
necticut-Rhode Island border on the 
south to the New Hampshire border on 
the north. The population of the ter- 
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ritory to be served approximates 480,- 
000, including Worcester, the largest 
city served and having a population of 
about 200,000. Although the surviv- 
ing company will be dependent upon 
other system companies for a substan- 
tial part of its electric energy require- 
ments, its Webster street plant located 
in the city of Worcester now has gen- 
erating capacity of 83,740 kilowatts 
and will supply about one-quarter of 
the company’s requirements, accord- 
ing to management’s estimates. 

As at July 31, 1950, gross property, 
per books, aggregated $48,992,758, de- 
preciation reserves aggregated $13,- 
430,273, and net plant amounted to 
$35,562,485. As at that date, the cap- 
italization and surplus of the surviving 
company, pro forma, is shown as fol- 
lows: 


TABLE V 
Amount % 


$5,500,000 14.4 
8,400,000 22.1 
495,000 1.3 


$14,395,000 37.8 
23,711,882 


62.2 
$38,106,882 


First Mortgage Bonds .... 

Notes payable to banks .... 

Notes and advances payable 
to NEES 


Total Debt 
Common equity 


100.0 


On this basis, and with 526,121 
shares of common stock to be out- 
standing, the book value per share will 
be approximately $45. We note that 
the surviving company, like all the 
companies to be merged, will have a 
common equity representing a substan- 
tial portion of the capitalization and 
surplus. Although the capital struc- 
ture of the companies is fairly compa- 
rable, it should be noted that the new 
company will be a larger, stronger 
company as contrasted with the partici- 
pating companies. 

88 PUR NS 


52 


Gross revenues of the surviving 
company, on a pro forma basis for the 
twelve months ended July 31, 1950, 
aggregated $20,471,943. Gross in- 
come for that period amounted to 
$3,121,154. Net income for the past 
three years and estimated net income 
for the years 1950 to 1952 are shown 
in the following table: 


TABLE VI 
Net Income 
Amount Per Share 
$4.81 


1950 (estimated) 
1951 (estimated) 
1952 (estimated) 

Net income for the past three years 
averaged about $2,130,000, or $4.60 
per share, and is estimated for the 
immediate future to average about 
$2,470,000, or $4.69 per share. The 
estimates, which were made by the 
management of NEES, reflect the re- 
duction in cost of purchased power 
which was made effective as of January 
1, 1950, partially offset by contemplat- 
ed rate reductions of $470,000 annual- 
ly in the years 1951 and 1952 and re- 
flect the contemplated issuance of an 
additional $12,000,000 principal 
amount of bonds and the payment of 
$8,400,000 of notes held by banks. 
In presenting its evidence the com- 
pany has assumed that past dividends 
would have aggregated on the average 
95 per cent of net income or $4.35 per 
share. The future dividends computed 
on the same basis of 95 per cent of net 
income would average $4.43. Since 
the merging companies did not consist- 
ently follow the policy of declaring 
95 per cent of net income as dividends, 
these figures are not the same as the 





RE NEW ENGLAND 


dividend payments actually made by 
those companies. 


Worcester Suburban 

The territory served with electricity 
by Worcester Suburban is adjacent to 
the territory supplied by Worcester 
County. Worcester Suburban owns 
no generating facilities and is depend- 
ent upon the other companies in the 
NEES system for its energy supply. 
Worcester Suburban has outstanding 
116,169 shares of common stock of 
which 1,070 shares, or about one per 
cent, are held by the public. These 
public stockholders will be entitled to 
receive, in exchange for each share, one 
share of Worcester County common 
stock (in addition to the Blackstone 
Gas Company scrip certificates previ- 
ously discussed ). 

As of July 31, 1950, the capitaliza- 
tion and surplus of Worcester Subur- 
ban, adjusted to reflect the disposition 
of its gas properties, consisted solely of 
bank notes and common stock, as re- 
flected in the following table : 
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TABLE VII 
Amounts 


Jo 


4,841,343 70.3 


$6,891,343 100.0 


The common equity per books, as at 
that date, amounted to approximately 
$42 per share of common stock out- 
standing, as compared with the under- 
lying book value of $45 applicable to 
each share of Worcester County (pro 
forma) to be allocated thereto. 

The record contains actual earnings 
and dividends of Worcester Suburban 
over the past few years, together with 
the management’s estimates of future 
earnings and dividends through the 
year 1952, assuming Worcester Sub- 
urban remained in existence. These 
figures indicate that the public com- 
mon stockholders of Worcester Subur- 
ban would have had slightly more earn- 
ings and dividends in the past few 
years if they had received the Wor- 
cester County stock, but that future 
earnings and dividends applicable to 
the Worcester County stock are ex- 
pected to be slightly less than those ap- 
plicable to their present holdings. 
This is shown in the following table: 


TABLE VIII 


Actual Average 
1947-1949 


Earnings 


Worcester Suburban * 
Worcester County 


Increase: Amount 


Per cent 


Estimated Average 
1950-1952 


Dividends 


$4.55 
4.43 


($0.12) 
(2.6) 


Dividends 
$4.20 
4.35 


$0.15 


3.6 


Earnings 


$4.82 
4.69 


($0.13) 
(27) 


* Includes a small amount of earnings from the gas properties. 


It is clear from the above that the 
position of the Worcester Suburban 
common stockholders is not substan- 
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tially changed with respect to asset 
value, earnings, or dividends. 
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Gardner 

Gardner supplies electricity to cus- 
tomers located north of the territory 
supplied by Worcester County. Gard- 
ner is also dependent upon the other 
companies in the NEES system for its 
energy supply since it owns no generat- 
ing facilities of its own. In addition 
to debt, Gardner has outstanding non- 
callable preferred stock all owned by 
the public and common stock in which 
there is a public interest of about 37 
per cent. The preferred stockholders 
are to be entitled to 1¢ shares of Wor- 
cester County in exchange for each 
share, and the common stockholders 
are to be allocated 2 shares of Worces- 
ter County in exchange for each of 
such shares. As of July 31, 1950, the 
capitalization and surplus of Gardner 
are shown in the following table: 


TABLE IX 
Amount % 
$500,000 22.0 
350,000 15.4 


850,000 37.4 
241,300 


10.6 
1,179,639 52.0 


$2,270,939 100.0 


Total debt 


Preferred stock 
Common equity 


The noncallable $5 preferred stock 
has a par value of $100 per share and js 
entitled upon liquidation to $100 per 
share. Gardner’s gross income over the 
past few years has almost continuously 
exceeded three times fixed charges 
and preferred dividend requirements 
and regular quarterly dividends have 
been paid for over twenty-five 
years. The high earnings coverage, 
together with the noncallable fea- 
ture, makes this preferred stock a very 
high-grade investment security. In ex- 
change for the well-protected prefer- 
ence dividend of $5 per share, the 
stockholders are to be entitled to 1} 
shares of Worcester County stock with 
estimated average earnings and divi- 
dends of $8.21 and $7.75, respectively, 
for the years 1950 to 1952. 

With respect to the Gardner com- 
mon stock, we note that its underlying 
book value is about $140 per share, 
compared with underlying book value 
of $90 for the 2 shares of Worcester 
County to be allocated. Actual and 
estimated earnings and dividends ap- 
plicable to these stocks are shown in 
the following table: 


TABLE X 


Earnings 


Gardner (1 sh.) 
Worcester County (2 shs.) 


Increase: Amount 


Per cent 


Although the Gardner common 
stockholders suffer a substantial re- 
duction in underlying book value, and 
would have had a reduction in earn- 
ings based on the three years 1947 to 
1949, inclusive, future earnings and 
dividends are estimated to enhance the 
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Actual Average 


Estimated Average 
1950-1952 
Earnings Dividends 


1947-1949 
Dividends 


9.38 


This 


position of such stockholders. 
is due to the estimated reduction of 
earnings of Gardner in future years as 
compared with past years and is 4 
consequence of increased expenses and 
taxes without the offsetting advar- 
tages, which Worcester County will 
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Winchendon is a very small electric 
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larges distribution company and the public 
ments interest in its common stock is also 








have very small amounting to only nine 
y-fiveq shares. The stockholders will be en- 
rage fm titled to receive, in exchange for each 
fea. share, 2 shares of Worcester County 





common stock. As of July 31, 1950, 







very 
nex.f the capitalization and surplus of Win- 
‘efer.f chendon are shown in the following 
the ll table: 
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TABLE XI 
Amount % 
eS $70,000 16.7 
Common equity ............. 348,716 83.3 
Pa Ninesneeeeanss ot $418,716 100.0 


Underlying book value per share of 
Winchendon common stock at that 
date amounted to about $117, which 
may be compared with the book value 
of $90 for two shares of Worcester 
County common stock. Comparative 
actual and estimated earnings and div- 
idends are shown in the following 
table : 















o 1} 
: TABLE XII 

with 

divi- Actual Average Estimated Average 

; 1947-1949 1950-1952 

vely, Earnings Dividends Earnings Dividends 
ees 00 WD cl oboe yee cack $9.11 $7.50 $8.81 $8.37 

om- Worcester County (2 shs.) .............6- 9.20 8.70 9.38 8.86 

ying eli MN Ss écnkn dikede sp axes $0.09 $1.20 $0.57 $0.49 

= A hiccup ssaumal 1.0 16.0 65 59 








alue 
ster These figures indicate that the pub- 
and lic common stockholders of Winchen- 





don are to have allocated to them com- 
mon shares of Worcester County with 
somewhat less asset value, but more 
earnings and dividends. 







Conclusion As to Exchanges 

On the basis of the record, we find 
that the proposed allocations to the 
public stockholders of Worcester Sub- 
urban, Gardner, and Winchendon are 
not unreasonable. As previously in- 
dicated, in coming to our conclusion 
with respect to the treatment of such 
security holders, we have considered 
the cash offer of NEES to which we 
now turn. 


Cash Offer by NEES 
As previously mentioned, NEES 
proposes to offer cash in exchange for 
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all the public holdings of the stocks 
of the subsidiaries participating in the 
merger of the electric companies, on 
the basis of $75 for each share of 
Worcester County common stock to 
which they would be entitled. This 
offer is to be open for sixty days from 
the effective date of the merger and 
is to be applicable to shares of sub- 
sidiaries presently owned by the public, 
or to full shares or fractional scrip cer- 
tificates of Worcester County common 
stock exchanged therefor. 


In considering the fairness of the 
$75 price, we have previously indicated 
that the new Worcester County stock 
would have a par value of $25 per 
share and a book value of about $45 
per share. Pro forma earnings aver- 
aged $4.60 per share for the three 
years 1947 to 1949, inclusive, and are 
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estimated to be $4.69 per share for the 
three years 1950 to 1952, inclusive. 
On this basis the $75 price is 16.3 
times past earnings and 16.0 times es- 
timated future earnings. Pro forma 
dividends of $4.35 for the 1947-1949 
period amount to 5.8 per cent of the 
offering price, and estimated dividends 
of $4.43 for the 1950-1952 period 
amount to $5.9 per cent of the of- 
fering price. It should be noted that 
estimated future earnings and divi- 
dends do not reflect any economies 
which may result from the proposed 
merger. 

In our opinion, on the basis of the 
entire record in this case, we consider 
appropriate the cash offer to which the 
public holders of the participating com- 
panies will be entitled under the ex- 
change proposals. While we believe 
that the cash offers may be on the gen- 
erous side, we do not believe that they 
are unfair to NEES and its stock- 
holders. On the contrary, we believe 
it is in the interest of NEES and its 
stockholders to eliminate the minority 
interests for the reasons we have ear- 
lier expressed, while at the same time 
it may also be advantageous to the mi- 
nority interests to accept the cash offer 
because of the difficulties inherent in 
their position. 


Compliance with Other Statutory 
Requirements 


It is represented that the acquisition 
of public utility assets and the issuances 
of new common stock are subject to the 
jurisdiction of the Department of Pub- 
lic Utilities of the commonwealth of 


Massachusetts. That Commission has 
issued an order expressly approving 
the acquisitions and the issuances of 
the new common stock. We find that 
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the exemption requirements of § 6 (b) 
of the act have been met, and we find 
no basis for the imposition of terms 
and conditions other than, of course, 
the application of the provisions of 
Rule U-24. While, as_ indicated 
above, certain of the acquisitions of 
utility assets by reason of the approval 
thereof by the Department of Public 
Utilities of the commonwealth of Mas- 
sachusetts are exempted from the pro- 
visions of §§ 9 (a) and 10 pursuant 
to the provisions of 9 (b) of the 
act, we must, nevertheless, examine all 
such acquisitions under the applicable 
provisions of § 12 (f). Under the 
standards of that section, we observe 
no basis for adverse findings. 


Accounting Treatment 


It is proposed that the securities to 
be received by NEES in connection 
with the proposals to separate the gas 
properties and merge the electric com- 
panies will be entered upon its books at 
the same aggregate amounts as its 
present holdings of these companies. 
In the case of securities acquired pur- 
suant to its cash offer, NEES will re- 
cord these acquisitions at cost. This 
proposed accounting treatment is ap- 
proved for the purpose of this proceed- 


ing. 
Fees and Expenses 


The total estimated fees and ex- 
penses of $74,700 in connection with 
the proposed transactions, including 
$42,200 as the estimated cost of serv- 
ices to be rendered by New England 
Power Service Company, an affiliated 
service company, and $8,500 as the 
estimated fees and expenses of counsel, 
do not appear to be unreasonable. 
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Conclusion 


An appropriate order will issue 
granting the applications, as amended, 
and permitting the declarations, as 
amended, to become effective forth- 
with, subject to the provisions of Rule 
U-24. Nothing in our findings or 
our order shall be construed as re- 
stricting or releasing jurisdiction with 
respect to issues under §§ 11 (b) (1), 
11 (b) (2), 15 (a), 15 (f), and 
20 (a), 15 USCA §§ 79k (b) (1), 
(2), 790 (f), 79t (a) or any steps 
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which, after appropriate notice of an 
opportunity for hearing, may be 
deemed necessary or appropriate to 
carry out the provisions of these sec- 
tions. Our order will provide that 
a copy of these findings and opinion 
be transmitted to all public stockhold- 
ers of Gardner, Winchendon, and 
Worcester Suburban at the time the 
exchange proposals and cash offers are 
submitted to such stockholders. 


An appropriate order will issue. 
[Order omitted. ] 





FEDERAL POWER COMMISSION 


Re Athol Gas & Electric Company et al. 


Docket No. E-6325 
February 8, 1951 


PPLICATION under § 203 of the Federal Power Act for order 
A authorizing the sale and acquisition of facilities by electric 
companies; dismissed for want of jurisdiction. For related deci- 

sion, see ante, p. 47. 


Consolidation, merger, and sale, § 4.4 — Federal Power Commission jurisdiction — 
Effect of jurisdiction of Securities and Exchange Commission — Trans- 


fer of electric facilities. 


The sale and acquisition of facilities by companies which are public utilities 
within the meaning of § 203 of the Federal Power Act are exempt from 
the requirements of § 203 of that act where the proposed transactions are 
subject to the requirements of the Holding Company Act and where the 
Securities and Exchange Commission has, by its opinion and order, asserted 


jurisdiction over the matter. 


¥ 


3y the Commission: Athol Gas 
and Electric Company (Athol), Cen- 
tral Massachusetts Electric Company 
(Central Mass.), Gardner Electric 
Light Company (Gardner), The 
Spencer Gas Company (Spencer), 
Wachusett Electric Company (Wa- 
chusett), Winchendon Electric Light 
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and Power Company (Winchendon), 
Worcester Suburban Electric Com- 
pany (Worcester Suburban), and 
Worcester County Electric Company 
(Worcester County), each a Massa- 
chusetts corporation, on October 20, 
1950, filed a joint application for an 
order, pursuant to § 203 of the Fed- 
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eral Power Act, 16 USCA § 824hb, 
authorizing Athol, Central Mass., 
Gardner, Spencer, Wachusett, Win- 
chendon, and Worcester Suburban to 
dispose of all of their facilities to 
Worcester County and authorizing 
Worcester County to acquire such fa- 
cilities. All of these companies are af- 
filiates within New England Electric 
System. 

Following the separation of the gas 
properties of Athol, Spencer, Wachu- 
sett, Worcester Suburban, and 
Worcester County, Worcester County 
proposes to acquire all of the electric 
facilities and other assets and to as- 
sume all the liabilities of Athol, Cen- 
tral Mass., Gardner, Spencer, Wachu- 
sett, Winchendon, and Worcester 
Suburban. In consideration therefor, 
Worcester County proposes to issue 
366,571 shares of its capital stock, par 


value $25 per share, aggregate par 
value $9,164,275, in exchange for the 
capital stocks of Athol, Central Mass., 
Gardner, Spencer, Wachusett, Win- 


chendon, and Worcester Suburban, 
pursuant to an agreement dated Octo- 


ber 13, 1950. 


Written notice of the application has 
been duly given to the Department of 
Public Utilities of Massachusetts and 
to the governor of that commonwealth. 
Notice was also published in the Fed- 
eral Register on October 28, 1950 (15 
FR 7282), stating that any person 
desiring to be heard or to make any 
protest with reference to the applica- 
tion should file a petition or protest on 
or before November 10, 1950. No 
protest or petition or request to be 
heard in opposition to the granting of 
such application has been received. 

By order entered December 29, 
1950, the Massachusetts Department 
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of Public Utilities approved the elec. 
tric merger and the separation of the 
gas properties from electric properties 
and the terms thereof as being con- 
sistent with the public interest. 


The parties referred to above have 
also made application to the Securities 
and Exchange Commission for au- 
thority to dispose and acquire the vari- 
ous facilities under consideration here- 
in. By opinion and order entered Jan- 
uary 31, 1951, 88 PUR NS ante, p. 
47, the disposition and acquisition of 
the facilities forthwith, inter alia, was 
granted and permitted in accordance 
with the applications heretofore filed 
therewith. 

The Commission finds : 

(1) Athol, Central Mass., Gardner, 
Spencer, and Wachusett are corpora- 
tions organized and existing under 
and by virtue of the laws of the com- 
monwealth of Massachusetts. Each 
of them owns and operates facilities, 
among others, for the transmission 
and sale at wholesale of electric en- 
ergy which is generated in the state 
of Vermont and consumed at points 
outside the state in which it is gen- 
erated, all of which facilities are in 
addition to, and do not include, facili- 
ties used for the generation of electric 
energy, facilities used in local distribu- 
tion, or only for the transmission of 
electric energy in intrastate commerce, 
or facilities for the transmission of 
electric energy consumed wholly by 
the transmitter. Each of them is, 
therefore, a public utility within the 
meaning of that term as used in § 203 
of the Federal Power Act. 

(2) Winchendon neither owns nor 
operates facilities subject to the juris- 
diction of the Commission. 
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RE ATHOL GAS & ELECTRIC CO. 


(3) Worcester Suburban and 
Worcester County are corporations 
organized and existing under and by 
virtue of the laws of the common- 
wealth of Massachusetts. Each of 
hem owns and operates facilities, 
among Others, for the transmission 
and sale at wholesale of electric energy 
which is generated in Rhode Island, 
Vermont, and New Hampshire and 
consumed at points outside the states 
in which is is generated, all of which 
facilities are in addition to, and do not 
include, facilities used for the genera- 
tion of electric energy, facilities used 
in local distribution, or only for the 
transmission of electric energy in in- 
trastate commerce, or facilities for the 
transmission of electric energy con- 
sumed wholly by the transmitter. 
Each of them is, therefore, a public 
utility within the meaning of that term 
as used in § 203 of the Federal Power 
Act. 

(4) Inasmuch as the proposed dis- 
position of facilities by Athol, Central 


Mass., Gardner, Spencer, Wachusett, 
Winchendon, and Worcester Subur- 
ban and the proposed acquisition 
thereof by Worcester County are sub- 
ject to the requirements imposed by or 
under the Public Utility Holding 
Company Act and the Securities and 
Exchange Commission has by its 
opinion and order, referred to above, 
asserted jurisdiction over the same, 
such disposition and acquisition, there- 
fore, are exempt under § 318 of the 
Federal Power Act from the require- 
ments of § 203 of the act. 


The Commission orders: Athol’s, 


Central Mass.’s, Gardner’s, Spencer’s, 
and 


Wachusetts’, Winchendon’s, 
Worcester Suburban’s request for au- 
thorization to dispose of all of their 
facilities to Worcester County and 
Worcester County’s request for au- 
thorization to acquire such facilities 
be and the same hereby are dismissed 
for want of jurisdiction by virtue of 
the requirements of § 318 of the Fed- 
eral Power Act. 
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MISSOURI PUBLIC SERVICE COMMISSION 


Re Kansas Gas & Electric Company 


Case No. 12,071 
March 23, 1951 


PPLICATION by electric company for authority to cease opera- 
A tions and to dispose of facilities; granted. 


Service, § 227 — Discontinuance of electric service — Acquiescence by customers, 
An electric company operating mainly in Kansas was authorized to abandon, 
dismantle, and retire all electric transmission and distribution lines and 
facilities operated by it in Missouri and to cease operations where the only 
customers served by it acquiesced and the public would suffer no incon- 


venience. 


Discrimination, § 202 — Customer ownership of facilities. 
Statement that while residential electric customers in one state were not 
deprived of service, they were discriminated against where they were re- 
quired to purchase and maintain at their own expense the facilities to serve 
them while paying the same rates as those customers located in an adjoining 
state who were not required to own and maintain their own lines, p. 64. 


APPEARANCES: Blatchford Down- 
ing, Kansas City, for Kansas Gas and 
Electric Company; Tyre W. Burton, 
for the Commission. 


By the Commission: This cause 
before the Commission is an applica- 
tion filed December 27, 1950, on be- 
half of the Kansas Gas and Electric 
Company (hereinafter referred to as 
applicant), for authority to discontinue 
all its electric service in the state of 
Missouri and dismantle, remove, and 
dispose of its physical property located 
in said state. 

This matter was set for hearing by 
the Commission on January 22, 1951, 
and was heard on that date by a mem- 
ber of the Commission and one ex- 
aminer, at its hearing room in Jeffer- 
son City, Missouri, after all interested 
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parties had been notified of the time 
and place of hearing. No one appeared 
in opposition to the cause. 

The Commission has studied and 
given consideration to the evidence as 
submitted. 

Finding of Facts 

Upon the evidence adduced, we find 
the facts to be: 

Applicant is a corporation duly or- 
ganized and existing under the laws of 
the state of West Virginia, with its 
principal operating office located at 201 
North Market street, Wichita, Kansas, 
and is duly qualified to do business in 
the state of Missouri as a foreign cor- 
poration holding certificates of con- 
venience and necessity to operate as 
a public utility in Barton and Jasper 
counties, Missouri. 
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RE KANSAS GAS & ELECTRIC CO. 


Applicant shows that the only public 
utility operations it has carried on in 
the state of Missouri and the only 
public utility properties or facilities 
which it has owned or operated therein 
are the following: 

(a) Electric transmission and dis- 
tribution lines located in Jasper county, 
inthe SW 1/4 of the NW 1/4 and the 
NW 1/4 of the SW 1/4 of section 19, 
T. 30-N, R. 33-W, Jasper county, 
Missouri, serving rural customers in 
Missouri immediately adjacent ° to 
Opolis, Kansas, which operation is cov- 
ered by authority granted April 6, 
1940, in Case No. 9866. 

(b) Electric transmission and dis- 
tribution lines located in Barton coun- 
ty, Missouri, beginning at the south- 
west corner of section 7, T. 33-N, R. 
33-W ; thence east along the south 
side of said section 7 to the location of 
the Venetian Brick Company and the 
unincorporated village of Oskaloosa, 
Missouri, serving customers in and 
around said village, authority covering 
this operation was issued February 9, 
1927, in Case No. 5099. 

(c) The electric transmission line 
located in Barton county, Missouri, 
extending from a point approximately 
500 feet east of the southwest corner 
of section 7, T. 33-N, R. 33-W; 
thence northwest a distance of about 
1,600 feet ; thence north along the west 
side of section 7 and section 6, T. 33- 
N, R. 33—W, to the northwest corner 
of said section 6, formerly serving the 
Mulberry Coal Company. Authority 
for the operation of this line was issued 
August 22, 1933, in Case No. 8373. 

Relative to the facilities listed under 
item (a) above, the evidence shows 
that applicant sold this property to the 
individual customers who were being 


served by these lines, copies of the bills 
of sale were submitted, indicating these 
sales were consummated on May 11, 
1950, and June 20, 1950, approxi- 
mately six months prior to the filing 
of the application in this case. 

These residential customers, which 
are eight in number, are located in 
Missouri, at the eastern edge of the 
village of Opolis, Kansas. After these 
customers purchased the lines located 
in Missouri over which they obtained 
their electric service, applicant moved 
their meters to the Kansas side of the 
line, the source of power originating 
in Kansas. 

On January 5, 1951, the Commis- 
sion received from applicant a “Waiv- 
er of Notice of Application and Hear- 
ing” with the following signatures, 
Mac Seal, Ray C. Richardson, Roy 
Smith, Dean Lewis, G. E. Hopkins, 
Claud Hayden, J. W. McCool, and 
Carl Frazier, by Mrs. Otto Matzenba- 
cher, all located at Opolis, Kansas. The 
signers purport to be the eight custom- 
ers referred to above and are the same 
names that appear on the aforemen- 
tioned bills of sale. A similar waiver 
signed by the president of the Clemens 
Coal Company was received. These 
waivers were to the effect that the 
undersigned had no objection to the 
disposition of applicant’s facilities lo- 
cated in Missouri and the discontinu- 
ance of electric service as set forth in 
the application. Subsequent to the 
hearing the Commission received eight 
copies of “Agreement for Electric 
Service” signed under date of January 
25, 1951, by the same eight parties and 
an officer of applicant company. This 
agreement reads as follows: 

“The undersigned requests Kansas 
Gas and Electric Company to supply 
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electric current at the address given 
below, and agrees to use and pay for 
the service rendered and current con- 
sumed at this address or any previous 
or subsequent address in accordance 
with the schedule of rates published for 
the class of service for which applica- 
tion is made and further agrees to con- 
form to all the rules and regulations 
governing the service now on file with 
the utility regulatory body of the state 
of Kansas, and as the same may be 
modified or changed with the approval 
of said regulatory body from time to 
time. It is understood that company 
may discontinue service for failure of 
the undersigned to pay when due any 
obligation owing by the undersigned to 
the company for electric current fur- 
nished to any location. 


“Tt is further understood that the 
point of delivery of this service is at 
customer’s meter, which is located in 
the village of Opolis, Kansas. Since 
customer owns all electric line facilities 
from the meter to customer’s residence, 
which is situated as shown below, com- 
pany agrees to maintain the existing 
line equipment owned by customer for 
said customer at cost.” 

Testimony submitted by a witness 
for applicant indicated that an REA 
co-operative was serving rural resi- 
dents as near as 600 feet to these eight 
residents of Opolis. This same wit- 
ness also stated that the REA had in- 
dicated they would eventually provide 
service for these people but were not 
permitted to do so at this time as they 
could not make individual extensions 
out of current funds. 

There are no other potential electric 
customers in the area between Opolis 
and the present customers of REA, 
therefore, it does not appear economi- 
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cally feasible for the co-operative to 
extend its lines to serve these custom- 
ers who are located within an area 
which is presently being served by a 
utility. 

In the event these eight customers 
obtained service from this co-opera- 
tive, they would in all probability lose 
their investment in their present lines 
as the new source of power would 
come from the opposite direction, mak- 
ing their present lines useless. 

The distribution facilities as set 
forth in item (b) are those serving the 
residents of the village of Oskaloosa, 
Missouri, and have been disposed of 
in accordance with the Commission’s 
order in Case No. 11,910, July 20, 
1950. The transmission line involved 
therein, which extended from the 
southwest corner of section 7, T. 33- 
N, R. 33-W, Barton county, Mis- 
souri ; thence east along the south side 
of section 7 a distance of approximate- 
ly 5,120 feet was sold to the Clemens 
Coal Company which still receives 
electric service from a substation in 
Kansas but is planning to discontinue 
operations and dismantle its machinery 
within a few months as stated in its 
waiver referred to above. 

The transmission line referred to in 
item (c) and covered by an order is- 
sued August 21, 1933, in Case No. 
8473 was, at the date of the filing of 
the application in this case, being dis- 
mantled. 


The customer formerly served by 
this line had discontinued operations 
and had no further need of service. 


Applicant states that all electric 
service now or heretofore rendered by 
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the facilities hereinabove set out has 
been or is about to be terminated in 
accordance with the dispositions above 
stated. 

A review of the records on file with 
this Commission reveal that applicant 
was issued, over a period of fourteen 
years, ten certificates of convenience 
and necessity to operate electrical fa- 
cilities at various locations in Barton 
and Jasper counties in Missouri, the 
numbers and dates of issue of these 


certificates were as follows: 


Case No. 4743, order issued May 14, 1926 
=. ae = = Feb. 9, 1927 
. * ae 7 1 July 23, 1927 
oe * ee . Nov. 17, 1929 
SS Sa “a bs Jan. 28, 1928 
. | © ae = May 18, 1929 
. * @e 24 ~ Sept. 13, 1929 
- SS 2 ws ne. June 2, 1932 
. * ee " % Aug. 22, 1933 
“ © 9866 ~ “a Apr. 6, 1940 


The Commission, by its orders is- 
sued in Cases Nos. 11,132 and 11,910, 
granted applicant authority to dispose 
of its facilities and cease operations as 
authorized by orders issued in Cases 
Nos. 4743, 5099, and 5559 with the 
exception of that portion of Case No. 
5099 pertaining to a transmission line. 

Applicant states that the discontinu- 
ance of all service in the territory cov- 
ered in Cases Nos. 5099, 8473, and 
9866 and the dismantling and disposi- 
tion of applicant’s facilities as herein 
requested is the final step in accom- 
plishing the complete withdrawal of all 
its utility business and operations in 
the state of Missouri. There is no rec- 
ord that applicant obtained authority 
to discontinue its service in the terri- 
tory covered by authority granted in 
Cases Nos. 5320, 5677, 6391, 6635, 
and 8071. 


RE KANSAS GAS & ELECTRIC CO. 


Beginning in 1926, applicant did a 
substantial amount of electric utility 
business in Missouri, although it was 
relatively insignificant compared with 
the total operations of the company. 
The gross income from Missouri 
business at no time exceeded three- 
tenths of one per cent of applicant’s 
total operating revenues and by 1948 
this had been reduced to one-tenth of 
one per cent. Originally the principal 
business served by applicant in Mis- 
souri was electric shovels for coal 
strip-mining operations and brick com- 
panies. These operations have virtu- 
ally stopped or will cease in the next 
few months. 


Conclusions 

It appears that the original purpose 
of applicant extending its lines into 
Missouri was primarily for serving in- 
dustrial customers located along the 
Kansas-Missouri state line with inci- 
dental service to residents in the vi- 
cinity of these industrial customers. 
These industrial loads were brick com- 
panies and coal strip-mines. A large 
portion of the residential customers 
were employees of these brick compa- 
nies and strip-mines. The closing 
down and moving of these industries 
has also resulted in the residents mov- 
ing away, which condition would leave 
applicant’s facilities without purpose. 
We believe that although applicant did 
not make application to this Commis- 
sion before abandoning the facilities 
which it operated under the aforemen- 
tioned certificates, the public has not 
been inconvenienced by abandoning 
those operations and had applicant ap- 
plied for authority to abandon these 
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facilities in accordance with § 393.190, 
Revised Statutes of Missouri for 1949, 
the Commission in all probability 
would have granted its request on the 
basis that the facilities were not used 
or useful in the performance of its du- 
ties to the public. 

The five certificates, Nos. 5320, 
5677, 6391, 6635, and 8071, covering 
these previous operations will there- 
fore be canceled in the orders to follow. 

Although the eight residential cus- 
tomers who were required to purchase 
their service lines extending from their 
residences to the state line have not 
been deprived of service they are being 
discriminated against to the extent that 
they were required to purchase and 
maintain at their own expense the fa- 
cilities to serve them while paying the 
same rate as those customers located 
in Kansas who are not required to own 
and maintain their own lines. 

Once this applicant is authorized by 
this Commission to withdraw all oper- 
ations and discontinues electric service 


in Missouri, these eight residents wi 
have no recourse to this Commissio 
with respect to their relations wi 
applicant. 

The Commission is of the opinion 
that although applicant was derelict 
in not requesting authority from this 
Commission prior to disposing of its 
lines to these eight customers, the ac- 
tion has not deprived anyone of sery- 
ice and inasmuch as all of applicant’s 
Missouri customers have apparently 
acquiesced in the discontinuance of 
electric service by it in Missouri and 
that no inconvenience to the public re- 
sults therefrom and that this consti- 
tutes a complete cessation of operation 
by it in the state of Missouri, that all 
certificates heretofore issued to said 
applicant should be canceled and the 
prayers as set forth in its application 


granted. 

The effective date of this report and 
order will be thirty days from the date 
of issue and each interested party will 
receive a copy of same. 
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Hotpoint Stepping Up 
Itinerant Display 


[ype Inc. is stepping up its itinerant 
display program in support of complete 
kitchen and laundry promotions in electzic 













sal companies, dealer stores, and department and 
ery- MM furniture stores, Edward R. Taylor, general 
nt’ sales manager, announced recently. He said 
TSH that the displays were used in more than 100 
ntly MH kitchen promotions in all parts of the country 
*- Mm in 1950, with a “very favorable” sales return 
of at each showing. : 
and The itinerant displays are designed and 
built by the factory, and then are scheduled 
Te- @ through the eleven sales districts for showings 






in key stores. Mr. Taylor said that the displays 
are scheduled weeks ahead and are constantly 
shuttling from city to city. 


Delta-Star Announces New 
Appointments 


ELTA-STAR ELectric ComMpaANy, Division 

of H. K. Porter Company, Inc., recently 
announced the appointments of John Romano 
as general sales manager and M. T. Schmid as 
comptroller of the company. R. S. Keeler has 
been named manager of utilities sales and W. 
H. Boyce, manager of the industrial division. 


18714-Ton Lift for 
Generator Installation 


Acuna steam generating plant requires 
king-sized equipment, presenting the 
constructor with some installation problems 
of major proportions. That was the case re- 
cently for Bechtel Corporation, engineer_and 
constructor of Pacific Gas and Electric Com- 
pany’s new 670,000 h.p. Contra Costa steam 
plant in California. 

Installation of the stator of one of five 
turbo-generators called for a 375,000 Ib. lift, 
using two of the plant’s permanent overhead 
cranes, 

The cranes lifted the 1874 ton load 26 feet 
in the air, traveled 325 feet from the spur 
track bay to the generator floor, then gently 
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Industrial Progress 


A digest of information on new construction by pri- 
vately managed utilities; similar information relating 
to government owned utilities; news concerning prod- 
ucts, supplies and services offered by =n 

also notices of changes in personnel. 


Mention the Fortnicutty—I/t identifies your inquiry 
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lowered the huge stator into place on its 
foundations adjoining its tandem compound 
turbine driver. 

The completed turbo-generator, one of five, 
is over 63 feet in length and weighs 1,012,000 
pounds. Generating capacity is 100,000 KW. 


Electric Utilities Continue to 
Expand Their Facilities 


N many sections of the United States, the 

demands upon the electric utilities for exten- 
sion of services have necessitated substantial 
additions to the facilities built in recent years. 
Annual reports of various electric companies 
comment upon construction done during last 
year and plans for 1951. The extent of these 
expansion programs is indicated by these ex- 
cerpts, taken from several of these annual 
reports. 

Alabama Power Company (Birmingham, 
Ala.) spent $22,753,629 during 1950, the largest 
expenditure for plant additions in the histo 
of the company. For the period 1951 hroush 

(Continued on Page 42) 
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1953, additions are expected to total 


American Gas and Electric Company (30 
Church St., New York 8) has invested $265,- 
276,000 in generating plants, transmission, dis- 
tribution and miscellaneous facilities since 
1947. The construction budget for 1951 
amounts to $98,850,000. During the three-year 
period 1951 through 1953, the estimated cost 
of construction is now $290,850,000 

Arkansas-Missouri Power Company 
(Blytheville, Ark.) spent $3,235,298 on con- 
struction during 1950, of which $1, 714,769 went 
into a new generating plant. 

The California Oregon Power Company 
(Medford, Ore.) spent $10,516,695 during 1950 
for additions to and replacement of electric 
property, plant, and equipment. The com- 
pany’s 1951-1953 projected program will re- 
quire the spending of an estimated $33,000,000. 

California-Pacific Utilities Company (San 
Francisco, Cal.) completed $1,317,131 of new 
construction in 1950. A budget of about 
$1,500,000 has been projected for 1951. 

Carolina Power & Light Company (Raleigh, 
N. C.) expects to spend approximately 
$21,000,000 for construction during 1951. 
Expenditures during 1950 amounted to nearly 
$16,000,000. 

Central Illinois Light Company (Peoria, 
Ill.) inaugurated a construction program in 
1947. Expenditures for 1951 are expected to 
be $9,500,000, exceeding that of any previous 
year in the company’s history. 

Central Maine Power Company (Augusta, 


Me.) spent $7,811,635 during 1950 for ® 
construction and replacements. a 
Central Vermont Public Service Corpora 
(Rutland, Vt.) reports that expenditures 
additions, replacements, and improvement: 
property during 1950 amounted to $2,8 

Citizens Utilities Company (Gree 
Conn.) spent $1,489,000 during 1950 for 
structions. Plans for 1951 anticipate an & 
-— or. of $1,646,000. 

he Cleveland Electric Illuminating Ce 
Pe (Cleveland, Ohio) spent $24,126,000 da 
ing 1950 for construction. ¥ 

Columbus and Southern Ohio Electric Com 
pany (Columbus, Ohio) invested $11,119.29 
for additions and improvements during 1950) 
The company’s electric construction prog 
for the years 1951 to 1953, inclusive, contem 
plates additions and improvements estima 
to cost $55,000,000. ‘ 

Commonwealth Edison Company (Chicago 
Ill.) spent $94,874,293 during 1950 on new 
construction. It is estimated that in the period 
1951 through 1954, an additional $370,000,M 
will be spent. 

The Connecticut Light and Power Company 
(Hartford, Conn.) reports that expenditures 
during 1950 for additional facilities amounted 
to approximately $14,300,000. 

Consolidated Edison Company of New 
York, Inc. (4 Irving Pl., New York 3) spent 
$90,000,000 on new construction during 1950, 
This brought the total expenditures for the 
five-year period 1946-1950 to $353,000,000, 

(Continued on Page 44) 











PUBLIC UTILITY 
PRINTING SPECIALISTS 


For more than a quarter of a century, Pandick Press 


REGISTRATION 
STATEMENTS 


has worked closely with utility companies. Our printing 


services to the industry range from highly technical 
legal documents to beautifully illustrated descriptive 


brochures in full color. 


Whatever the nature of your printing requirements, 


we believe you will like the assurance of accuracy and 


PROSPECTUSES 


ANNUAL REPORTS 


highest quality that “Printed by Pandick” brings you. ° 


Pandick Press, lhe. 


22 THAMES ST., NEW YORK 6 


Establishe! 192% 


71 CLINTON ST., NEWARK, Wi 





JUNE 7, 1951 


Mention the FortnicHtLy—It identifies your inquiry. 





' 
en couplings are needed 


CAPITOL makes data ‘ll 


slings are different—there are more specifications of the American Iron and 


thirty different types. The right Steel Institute, the Association of 
ling in the right place means long, American Railroads, and the American 
ble-free service. The Capitol cou- Petroleum Institute. This means top per- 
hb you specify is made for the job— formance under exacting conditions. 

can depend on it. 

Capitol dependability is backed by a 


ic Utilities, Railroads, and Industry 
quarter-century of service through 


to Capitol for specialized needs. 
recognized wholesalers. 


WU 


itol couplings are made to the 





Specify Capitol Couplings 





MFG. & SUPPLY CO. 
| COLUMBUS, OHIO 





UNGS — NIPPLES — UNIONS RADIANT, HEAT FITTINGS 
ACE COILS snail WELL SUPPLIES STEEL PIPE FITTINGS 


INDUSTRIAL PROGRESS—( Continued) 





Present plans call for about the same amount 
for the next five years, 1951-1955, with $104,- 
600,000 scheduled for 1951. 

Consolidated Gas Electric Light and Power 
Company of Baltimore (Baltimore, Md.) re- 
ports that its construction program in 1950 


required the expenditure of more than 
$25,000,000. 
Consumers Power Company (Jackson, 


Mich.) spent $39,813,600 for expansion and 
improvement of facilities in 1950, bringing the 
total for the five years 1946- 1950 to $168, 473,- 
862. Large construction expenditures in 1951 
and for several years after that are indicated. 

The Dayton Power and Light Company 
(Dayton, Ohio) reports that since 1945, its 
outlay for new plant has exceeded $75,000,000. 
The investment in utility property has prac- 
tically doubled in five years. 

Delaware Power & Light Company (Wil- 
mington, Del.) reports that construction 
expenditures during 1950 reached an all-time 
high of $21,595,824. 


The Detroit Edison Company (Detroit, 
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Mich.) completed during 1950 a 200,000 kilo- 
watt addition at Trenton Channel plant, 
started in 1947. Construction of the addition 
to its Conners Creek plant is continuing and 
work has been started on a new plant on the 
St. Clair river. 

Duquesne Light Company (Pittsburgh, Pa.) 
spent almost $23,600,000 during 1950 for plant 
additions. This is the greatest annual expendi- 
ture of property additions in the company’s 
history. 

Edison Sault Electric Company (Sault Ste. 
Marie, Mich.) continued its expansion pro- 
gram during 1950 to meet increased demands 
for service. Additions amounted to $341,606. 

The, Empire District Electric Company 
(Joplin, Mo.) spent $2,266,000 during 1950 for 
new construction. During the last five years, 
the company has spent approximately $15,- 
500,000 for new facilities. 

Florida Power Corporation (St. Petersburg, 
Fla.) invested more than $13,000,000 in prop- 
erty additions during 1950, ‘the largest con- 
struction program in the company’s history. 
Present plans call for doubling its generating 
capacity within the next three years. 

Florida Power & Light Company (Miami, 
Fla.) invested $18,160,579 during 1950 on con- 
struction. The 1951 construction budget of 
$19,000,000 will complete the company’s origi- 
nal $108,000,000 postwar expansion program. 

The Hartford Electric Light Company 
(Hartford, Conn.) added approximately 
$4,960,000 worth of new property in 1950, 


(Continued on Page 46) 
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Lincoln 


THIRTY-FIVE YEARS 
OUTSTANDING SERVICE 


WHEN THE UTILITIES ATOM-IZE 


When the time does come to build nuclear energy electric generating 
plants a lot of new capital will be required. Which will mean regis- 
tration statements to be printed. Which will mean that many financial 


men will think of Lincoln. 


Dependency on Lincoln is a firm habit because 


of consistent, unfailing, helpful performance—especially when the going 
is really tough. Discussion cordially invited. 


TT 


CEDAR 


TO YOUR INDUSTRY 
IN FINANCIAL AND 
CORPORATE 


NEW YORK PLANT 130 


CHICAGO PLANT 732 





SHERMAN 


STREET 6 
STREET 5 





Mention the FortnicHTLy—It identifies your inquiry 


icing 





Public Utilities Fortnightly 


TOPS for YOUR 
UTILITY JEEPS 











ut High Line Operation Costs 
Rugged, Hard-To-Reach Areas oii, 22 tbs cat 
ith New KOENIG All-Steel Cabs 


specially braced new Koenig CJ3A Welded All-Steel Jeep Cab, de- 
ned for a large Italian power syndicate, can help you reduce high line 
icing costs in rugged areas. 

ial top reinforcing, figure 1, supports 800 pounds, nearly twice the 
ic safety factor for holding two men and a ladder atop the Jeep for 
th line work. 

standard Koenig Cab, top section in figure 2, supports average weight eunted aaa Ge on ee. 
in and instruments for surveying in hard to reach regions. 

spaced panel board top lining, figure 3, insulates all Koenig Cabs 
greater all-weather comfort. 
ING Model R-100 Front-Mount Winch Assembly on your utility Jeep gets 
into otherwise inaccessible places for fast, emergency line service. 
mediate delivery on cab and winch assemblies from most Willys- 
erland outlets. 


indreds of KING Front-Mount Winch As- — ter full 

mblies are in service on ¥4—2Y/2 ton public j 4. mation caaet Figure 3. 

. k . er on Air-spaced panel beard top lining. 
ity trucks engaged in cable stringing, set- jeep Cob and Winch 

g equipment and emergency repairing in Assembly. merger oe aaa 

ved oo 5 ™ oen ron orks, '. 

ged areas. Standard “factory fit” installa 9914 Washington, Houston 10, Texas 
bas for all popular trucks. | Please send me free information on equipment 


| checked below. 





, 
/ (/ 1RON WORKS 


2214 WASHINGTON AVE. HOUSTON 10, TEXAS 
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$7,145,000 in 1949, and $5,196,000 in 1948, mak- 
ing a total of plant additions for the three- 
year period of $17,301,000 

Houston Lighting & Power Company 
(Houston, Tex.) has increased its original 
construction budget for the five-year period 
1949 through 1953 from $80,000,000 to $111,- 
400,000. New _ construction expenditures 
amounted to $19,205,663 in 1950. It is esti- 
mated that approximately $18,300,000 will be 
spent in 1951 and approximately $46,900,000 
in 1952 and 1953. 

Idaho Power Company (Boise, Idaho) re- 
ported that construction expenditures during 
1950 amounted to $7,412,462, making a total 
of approximately $65,000,000 invested in new 
facilities since the war. 

Jersey Central Power & Light Company 
(Asbury Park, N. J.) reported total expendi- 
tures of $6,447,000 for expanded service facili- 
ties in 1950. Another $25,651,000 will be spent 
in 1951 and the following two years making 
a total of $51,306,000 during the eight years 
following World War II. 

Kansas City Power & Light Company 
(Kansas City, Mo.) reported that construction 
and installation of new facilities reached an 
all-time peak for any single year, with addi- 
tions to plant of $20,226,991. During the five 
years 1946-1950, approximately $64,900,000 has 
been added to utility plant. 

The Kansas Power and Light Company 
(Topeka, Kans.) spent $12,295,800 on con- 
struction in 1950. The construction budget 
for 1951 is $17,000,000. 


Louisiana Power & Light Company (New 
Orleans, La.) has been carrying out the most 
extensive expansion program in its history 
During the past five years $32,352,232 has hele 
spent in net property additions. The com- 
pany’s program contemplates expenditures of 
approximately $12,600,000 in 1951 

Louisville Gas and Electric Company 
(Louisville, Ky.) spent approximately $8,000,- 

for construction during 1950. A construc- 
tion budget of approximately $14,000,000 has 
been authorized. It is estimated that about 
$8,000,000 will be spent during 1951 

Metropolitan Edison Company (Reading, 
Pa.) spent $11,593,532 during the past year 
for construction. It is estimated that approxi- 
mately $21,700,000 will be spent in 1951. 

Michigan Gas & Electric Company (Three 
Rivers, Mich.) embarked on a large-scale plant 
expansion and modernization program in 1950. 
gross additions in that year amounting to 
$1,108,000. Plans for 1951 call for a total 
construction of $1,300,000. 

Middle South Utilities, Inc. (2 Rector St., 
New York 6) reports that construction plans 
for its system companies contemplate expendi- 
tures of $100,000,000 in 1951-1952. 

Mississippi Power Company (Gulfport, 
Miss.) reports construction expenditures of 
$6,467,095 during 1950, the largest for any 
single year of the company’s history. Those 
contemplated for 1951 will approximate the 
same amount. 

The Montana Power Company (Butte, 

(Continued on Page 48) 








The addition of offset-lithog- 
raphy presses to our facili- 
ties for letter-press printing 
makes our service to utility 
companies more impressive 
than ever before. 
We are available 24 hours 
a day, 7 days a week... 
because we know that our 
ultimate test is achieving the 
» highest standards of quality 
within the limits of your 
deadline. 





CONFIDENTIAL 
SERVICE 
SINCE 1920 
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ERE in the Snake River Valley of 

Idaho and eastern Oregon everyone 
has benefited because our economy in- 
spires the confidence of investors in all 
parts of the nation. 


The development program of Idaho 
Power Company is a good example. The 
Company has invested $65,000,000 since 
the war in new facilities, and a large 
part of this money is in the form of new 
venture capital, the savings of thrifty 
people here and in every state of the 
nation. Enterprise of this kind relies for 
its expansion upon a continuous invest- 
ment of new money and such investment 


s Attracted by<. 


*Conditions favorable to 
new Industry and new jobs. 


is possible because people have confi- 
dence in the soundness, not only of the 
individual enterprise, but of economic 
conditions and existing laws. 


“Man-made climate” attracts money 
for new industries, new commercial 
enterprises and new jobs. It is the prod- 
uct of the minds of men and women in 
business, mining, farming, labor, trade 
and state and local government. It is the 
combined efforts of this team that have 
helped introduce a new era of growth 
and industrial progress in Snake River 
Valley. 


This advertisement is condensed from one of a series published recently by Idaho Power 
Company in the newspapers of its service area, pointing out to local people the important 
relationship of ‘man-made climate" in attracting and maintaining free, private enterprise. 


IDAHO # POWER 


A_ CITIZEN WHEREVER IT SERVES 
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Mont.) inaugurated an extensive construction 
program in 1950, with the view of strengthen- 
ing its entire system. That program will 
continued in 1951. 

Mountain States Power Company (Albany, 
Oreg.) expended in 1950 almost $4,500,000 on 
the construction and expansion of plant facili- 
ties. During the past five years almost 
$20,000,000 have been expended on this pro- 
gram. A construction budget of about $4,250,- 
000 has been projected for 1951. 

New Jersey Power & Light Company 
(Dover, N. J.) spent in 1950 $2,900,000 for 
additions to and expansion of plant facilities, 
bringing the total of such expenditures during 
the past five postwar years to $22,700,000. 

New York State Electric & Gas Corpora- 
tion (Ithaca, N. Y.) plans construction ex- 
penditures of $23,000,000 in 1951. The esti- 
mated expenditure for the three-year period, 
1951 through 1953, is $66,500,000. Construc- 
tion expenditures in 1950 totaled $21,643,300, 
the highest in the company’s history. 

Niagara Mohawk Power Corporation 
(Syracuse, N. Y.) spent over $144,000,000 for 
electric and gas construction and other addi- 
tions to facilities in the past five years. Of 
this amount, about $41,000,000 was spent in 
1950. Additional expenditures of $150,000,000 
are anticipated for the 1951-1953 period. 

Northern Indiana Public Service Company 
(Hammond, Ind.) reports that expenditures 
in 1950 for replacements, additions and im- 
provements amounted to $21,110,213. Ex- 
penditures for construction are estimated at 
$56,000,000 for the years 1951 through 1953. 

Northern States Power Company (Minne- 
apolis,. Minn.) reports that the fourth year 
of the 1947-1951 construction program of the 
company and its subsidiaries totaling $171,- 
500,000 was completed on schedule. Expendi- 
tures for the first four years of the program 
amounted to $127,583,000. It is expected that 
$36,500,000 will be spent in 1951 and the 
balance in 1952. 

Oklahoma Gas and Electric Company 
(Oklahoma City, Okla.) engaged in an ex- 
tensive expansion program during 1950. The 
total estimated construction expenditures for 
1951 amount to $11,000,000. 

Pacific Gas and Electric Company (San 
Francisco, Cal.) made satisfactory progress in 
1950 on its building program. Construction 
expenditures aggregated $168,634,000, com- 
pared with the peak established in the previous 
year of $192,480,000. In the past five years 
$664,000,000 has been spent on this expansion 
program. It has since been reported that ex- 
penditures on various new facilities in the cur- 
rent year are estimated at $130,000,000. 

Pacific Power & Light Company (Port- 
land, Ore.) construction for 1950 required 
the expenditure of $5,448,913. The year’s con- 
struction work brought to nearly $35,000,000 
the additions and betterments which have been 
made to the system since 1945. . 

Pennsylvania Power & Light Company 
(Allentown, Pa.) has spent $130,000,000 in an 
expansion program since 1945. Over the next 
four years it expects to spend $82,000,000, 





bringing to $212,000,000 the company’s total 
postwar expansion program. ie 

Philadelphia Electric Company (Phila 
delphia, Pa.) reports that expenditures during 
1950 for new plant and facilities amounted to” 
$47,502,517. Large expansion is contemplated 
during 1951. 3 
_ Potomac Electric Power Company (Wash) 
ington, D. C.) engaged in a construction pro © 
gram during 1950 which amounted to an ex- © 
penditure of $13,854,318. The company plans © 
to spend about $17,000,000 on construction 
projects during 1951. 

Public Service Electric and Gas Company 
(Newark, N. J.) reports that plant expendi- 
tures for 1950 amounted to $36,995,677. Ex- 
penditures for electric and gas plant additions 
and improvements in 1951 are estimated at 
approximately $55,000,000. 

Public Service Company of New Hamp- 
shire (Manchester, N. H.) expended $3,432,- 
861 during 1950 for new plant facilities. 

Puget Sound Power & Light Company 
(Seattle, Wash.) reports that additions to 
utility plant in 1950 amounted to $5,308,930. 
The company’s 1951 construction requirements 
are estimated to be about $5,200,000. 

Rochester Gas & Electric Corporation 
(Rochester, N. Y.) invested $9,568,239 during 
the year 1950 for additions and improvements 
to its system. The company’s construction pro- 
gram for 1951 will require expenditures of an 
estimated $13,692,000. 

San Diego Gas & Electric Company (San 
Diego, Cal.) continued its expansion program 
during the past year. Net additions amount- 
ing to $10,388,414 were made in 1950. 

Southern California Edison Company (Los 
Angeles, Cal.) reports that expenditures for 
plant expansion for the year 1951 are expected 
to approximate $60,584,209. This compares 
with $60,940,651 expended in 1950. 

Southern Indiana Gas and Electric Company 
(Evansville, Ind.) has been engaged in a 
long-range construction program. A total of 
$3,124,757 was expended in 1950 for property 
additions and improvements. 

The Toledo Edison Company (Toledo, 
Ohio) has spent about $34,000,000 since 1946 
for new plant and equipment, including $7,369,- 
213 for expansion in 1950. An expansion 
a of $12,983,871 has been approved for 


Union Electric Company of Missouri (St. 
Louis, Mo.) spent a total of $36,500,000 during 
1950 for construction. Plans for 1951 call for 
an expenditure of $38,500,000. 

Utah Power & Light Company (Salt Lake 
City, Utah) reports that its five-year program, 
begun in 1949, is expected to amount to 
——— It is planned to spend $18,358,900 
in 2 

Virginia Electric and Power Company 
(Richmond, Va.) has a construction program 
for 1951 which is estimated will require the 
expenditure of $42,000,000. Although expendi- 
tures aggregating $127,000,000 were made in 
the 1946-1950 period, the continued rapid 
growth in the electric business has necessitated 
plans to carry out in 1951 the largest con- 

(Continued on page 50) 
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PROFIT BY DELTA-STAR'S 
RESEARCH AND EXPERIENCE 


From the very infancy of the electrical industry to the present day, Delta-Star 
has continuously designed, manufactured and supplied power switching 


equipment to the utilities for both indoor and outdoor service. 


This long experience has given Delta-Star engineers an intimate knowedge 
of your problems and the ability to solve them. But no matter how much 
experience in years a company may have, it must stay young in ideas to 
continue to qualify for the business of critical users and well-informed buyers. 
Mindful of this fact, Delta-Star, through constant research and advanced 


designs, has always kept abreast of the times. 


When you invest in Delta-Star equipment you are investing in quality and 
durability. You are sure of receiving equipment designed for today’s — not 
yesterday's — requirements, and behind the product is an unsurpassed record 


of good service to the electrical industry. 


Delta-Star is a name worth remembering. It stands for high voltage 


equipment combining efficiency, economy and valve. 


h 









LT A-STAR ELECTRIC COMPANY 


DIVISION OF H. K. PORTER COMPANY, INC. 
2437 Fulton Street . Chicago 12 Illinoi 
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struction program ever undertaken in any one 
year. 

' Western Light & Telephone Company, Inc. 
(Kansas City, Kans.) spent $3,400,000 during 
1950 on its expansion program. The 1951 
budget calls for a further expenditure of 
$2,500,000. 

West Penn Power Company (Pittsburgh, 
Pa.) expended about $14,000,000 during 1950 
for new construction. Forecasts for 1951 call 
for the expenditure of around $11,500,000. 

Wisconsin Electric Power Company (Mil- 
waukee, Wis.) continued its construction pro- 
gram during 1950 and has projected sizable 
additions in the next four-year period. 

Wisconsin Public Service Corporation 
(Milwaukee, Wis.) reports that construction 
expenditures during 1950 were approximately 
$5,700,000. The 1951 construction budget 
aggregates $15,691,000. 


Automatic Electric Announces 
Type 51 Dial 


J, pence Extectric CoMpPANny recently an- 
nounced the introduction of a number of 
improvements in its automatic telephone dial, 
completing a succession of changes in design 
features and manufacturing techniques which 
have been under consideration and test for 
the past several years. 

According to the announcement, the new 
dial, known as the Type 51, shows marked im- 
provement in quietness, smoothness, and dura- 
bility, even in comparison with the former dial 
which, the company states, has been widely 
recognized over the years for its outstanding 
performance under a wide variety of service 
conditions. 

The Type 51 dial represents no departure 
from basic principles, the changes having 
been brought about through the use of im- 
proved manufacturing techniques and closer 
control of tolerances, plus several improve- 
ments in design features. Among the latter 
are a new pawl silencer which completely re- 
moves the last vestiges of. pawl click on the 
forward motion, new gear contour designs 
for added quietness and increased light, and 
a new shunt spring cam for easier adjustment 
and lessened wear. 

The new dial has been subjected to thor- 
ough laboratory and field tests under the most 
severe conditions of operation. 


AGA Offers Award for Gas 
Househeating Contributions 


Aranse totaling $1,000 for outstanding con- 
tributions in the field of gas househeating 
during the period of September 1, 1950 to 
September 1, 1951, have been announced by 
the American Gas Association. The contest 
is sponsored by the Coroaire Heater Corpora- 
tion, Cleveland, Ohio, in recognition of the 
activities of the gas utility industry in creat- 
ing, maintaining, and increasing consumer de- 
mand for gas heating. 

The awards will consist of five cash prizes 
of $500, $250, $150, respectively, for the first 


three winners and prizes of $50 each for the 
fourth and fifth winners. The contributions 
on which the awards will be judged may in- 
clude gas heating sales and promotional pro- 
grams to consumers, dealers, architects, or 
builders ; a gas heating research project; prod- ~ 
uct development; an address before a gas in- — 
dustry meeting or an article in a gas trade 
paper. The field is not limited to these activi- 
ties and contributions can include any other 
activity outstanding in its aid to the advance 
of gas heating. 

Entries must be in the mail or received at 
American Gas Association Headquarters not 
later than midnight September 1, 1951. Any 
executive or employee of any gas utility com- 
pany, holding company or service company 
which is a member of A.G.A., or any indi- 
vidual A.G.A. member, excepting officers and 
employees of a gas appliance manufacturer, 
may compete. 


1951 Instrument Transformer 
Buyer’s Guide Available 


A PROFUSELY illustrated, 93-page brochure, 
GEA-4626, supplying pertinent buying 
information on G-E instrument transformers, 
has been announced as available by the Gen- 
eral Electric Company’s meter and instrument 
divisions. 

The publication is divided into sections 
which offer technical data on indoor and out- 
door potential transformers, current trans- 
formers, metering outfits, potential and cur- 
rent portable transformers. Listings of ratio 
and phase-angle tests, coupled with tables 
covering the mechanical and thermal limits of 
current transformers, round out the balance 
of the brochure. 


Air-Conditioning Research 
Foundation Established 


[Ts establishment of The Mitchell Air- 
Conditioning Research Foundation has 
been announced by B. A. Mitchell, president 
of the Mitchell Manufacturing Company, 
Chicago. The purpose of the Foundation, a 
non-profit organization, is to study the effects 
of room air conditioning on the human body. 

Results from these first experiments will 
oe ' for publication about January, 
1952. 


G-E Announces New Hook-on 
Power-Factor Meter 


A= hook-on power-factor meter, which 
permits direct measurement of power 
factor without cutting conductors or inter- 
rupting electrical service, has been an- 
nounced by the General Electric Company’s 
meter and instrument divisions. 

Newest of the G-E hook-on testing instru- 
ments, the Type AK-3 power-factor meter 
may be used on any balanced 3-phase circuit. 
It gives direct power-factor readings in cir- 
cuits with voltages ranging from 100 to 600 
volts and currents from 15 to 600 amperes. 
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BUSINESS-MANAGED PEPCO 
IS PREPARED! 


ODAY with our Nation rearming, 

and the Capital area steadily growing 
in importance, PEPCO as always, stands 
ready to provide for all the normal Electric 
needs of its customers for a long time to 
come. 


Some years ago, we planned this readi- 
ness. The addition of 210,000 kilowatts 
of generating capacity since 1947, has in- 
creased our output nearly 50% to date. 
Further construction, now under way, will 
enable us to keep abreast of all foreseeable 
requirements. 

Thanks to foresight, everything’s under 
control. And for added good measure, 
PEPCO’s residential 
electric rate still re- 
mains one of the 
biggest bargains in 
any household 
budget. n 


POTOMACcELECTRIC* POWER* COMPANY 
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Can You Be Confident ? 


F in conjunction with your next annual meeting— 

or at some contemplated special meeting—pro- 

posals other than routine are to be voted upon—to raise 
debt ceiling—authorize new securities—grant conversion 
privilege for convertible bonds, etc.—can you feel con- 
fident that your stockholders will support management’s 
recommendations with adequate votes of approval—on 


time? 


Such an important meeting frequently merits pro- 
vision of special handling—utilizing the services of our 


‘proxy soliciting organization as a form of insurance that 
the meeting will be successfully held on scheduled date. 


Our record of performance for the utility industry 
is outstanding. We invite your inquiry for additional 
information. 





National or Sectional Coverage 





@ ~ 


DUDLEY F. KING 


Associates: 
JOHN H. C. TEMPLETON * CHARLES A. NICHOLLS * PHILIP H. CARPENTER * WARREN W. AYRES 


70 PINE STREET, NEW YORK 5, NEW YORK 
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Your CLEVELAND TRENCHERS protect your profits by protecting your 
estimates and schedules. Every CLEVELAND gives you more work— 
more different kinds of work—during more months of the year 
—with less costly down-time for repair and maintenance. With 
CLEVELANDS your trench is “On Time—Everytime”. Check with the 
nearest utility or municipality that has standardized on CLEVELANDS. 
See your local distributor for the full story or write direct. 


THE CLEVELAND TRENCHER CO. 
20100 ST. CLAIR AVENUE © CLEVELAND 17, OHIO 
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THE WEIGHT OF EVIDENCE 
FAVORS THE CAROLINAS 














Rian was ample evidence 
during 1950 that North Carolina will maintain 







its position of industrial leadership among the 
Southeastern States and that South Carolina is 
still first in terms of increase in percentage of 
value added by manufacture. 


During 1950 sites were purchased within the 
area served directly or indirectly by Carolina 





Power & Light Company for the location of 
industries which will make initial plant invest- 
ments totaling more than $100,000,000. 


bg 
bx 
k 


In addition to new industries which began operations or purchased 
sites in our service area during 1950, many existing industries com- = 
. : : ‘ 
pleted or inaugurated major programs of expansion. ; 








When weighing the evidence for the location of YOUR plant, 6: 

consider the advantages the Carolinas offer. ie 

inst 

(CAROLINA POWER & LIGHT COMPANY) |” 
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Here’s an 


appraisal 


service in one 


. ; 
convene nt s Making the property inventory 
3 _or reviewing your own study; 
package | prieing on original, historical or 
current cost basis; determining 
seeeeeeceeceseeoesoeon depreciation with correspond- 
-. ing annual accruals and reserve 
y van buy an appraisal] ie _ Yequirements. 
service that’s designed Beret Making studies of intangible 
s values; business value based on 
It covers both “‘rate-base”’ : Bc ieel ctr ahi ag ogg 3 = 
™ market values; trends in prices 
and “property” appraisals. It -. and economics. 
is.available in one convenient, 1 ees Allocation’ of properties, oper- . 
economical package, either ating costs and: revenues for 
departmental and inter- 
: company purposes. 
“ nue “Predentation of testimony be 
require... 5 xe fore regulatory and esi 


to meet your individual needs. 


complete or including only 


those phases that you 


er, 
*28s3 consv** 





Appraisal . Budget . Business Studies + Consulting Engineering - Design & Construction . Financial . Industrial Relations . 
laspection & Expediting . insurance & Pensions . Purchasing » Rates & Pricing » Research » Sales & Marketing . Systems & Methods . Taxes - Traffic 
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HOW IT WORKS 


Supersonic waves are sent into the 
material under test. Upon reaching the 
other side, or upon reflection by a dis- 
continuity, the waves return to their 
source and are then converted into a 
high-frequency potential. This poten- 
tial is amplified by electronic circuits 
and projected upon the screen of a 
cathode-ray tube where they may be 
seen and examined. 


— 


Pulse pattern, showing the initial pattern 
at the extreme left and the reflection from 
the opposite side at the extreme right. The 
sweep line indicates no defects. 


b+ 


A typical indication of a defect is illustrated 
here. By means of calibration, it is now pos- 
sible to determine both the exact position of 
the flaw, as well as its size. 











Today, Supersonic testing is available on specification 
for inspecting Grinnell prefabricated piping. By ob- 
serving the pattern produced by the electron beam on 
the fluorescent screen, any defects in the base metal, 
welds, or variations in pipe thickness can be located 
and measured at a glance. 

Grinnell’s ultra modern electronic testing can be 
relied upon to detect hidden flaws in pipe materials, 
to check unerringly the quality of welds where it picks 
up types of flaws not revealed by X-ray and gamma 
ray inspection. In examining bends, this type of test- 
ing can measure the degree to which bent pipe thins 
on the outside and thickens on the inside of the bend, 
assuring full specified thickness in high temperature, 
high pressure work. 

Non-destructive Supersonic testing is another in a 
constant succession of new techniques employed by 
Grinnell to provide prefabricated piping which is safe 
and dependable ... which measures up in every 
way to rigid state, national, association and insurance 
code requirements. It is another reason, too, why it 
will pay you to think of Grinnell “Whenever Piping 
Is Involved”, 


GRINNELL 


WHENEVER PIPING IS INVOLVED 





Oakland * 


GRINNELL COMPANY, INC., Providence, R. |. 
Cleveland * Cranston * Fresno * Kansas City * Houston * Long Beach * Los Angeles * Milwauk 


Philadelphia * Pocatello * 


Sacramento 


Warehouses: 


Atlanta * Billings * Buffalo * Charlotte * 
° Mi t 





* St.lovis * St.Paul * Sanfrancisco * Seattle ° 


Chicago 


lis * New York 


Spokone 
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— Because our national economy has taken on an 


mS Be apiece. 
LOOKS AT (7 entirely new complexion, the electrical industry 


TOMORROW 


is now faced with the problem of operating 


successfully under a dual economy. This new 
TODAY 


set of conditions calls for a re-appraisal of 
what we've been doing and a new look at what 
needs to be done today. 

In the light of present complex conditions, 
Hotpoint has prepared a suggested long-range 
utility promotion program timed for introduc- 
tion during the period of Defense Mobilization 
—a subject both interesting and appropriate. 


UTILITY DIVISION 


7hds timely program is designed for presen- Ly 
tation in chart form to Utility Management. Inc. 


(A General Electric Affiliate) 
5600 West Taylor Street, Chicago 44, Illinois 
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CEFFEL Hydraulic Turbines 


EFFICIENT * DEPENDABLE «+ SINCE 1862 


Leffel Production Means Finer Performance.., 


The illustrations below show a typical Leffel production job. 
this particular installation two identical Francis type turbin 
were produced. Each has a maximum rating of 28,250 h.py 
under 324 ft. net head, — 277 r.p.m. 


Runner and shaft, assembled In the Leffel plant. Sections of cast steel spiral casing on assembly floor. 


— a 





Power-house with uncompleted spillway and earth-filled dam. 


Leffel turbines are designed and constructed to give 
maximum power at minimum cost. 89 years of ex- 
perience have demonstrated that long life and re- 
liability are assured in every Leffel hydraulic turbine. Completely assembled turbine unit. 


THE JAMES LEFFEL & CO. 


DEPARTMENT P ¢ SPRINGFIELD, OHIO, U.S.A. 


CIENT HYDRAU 
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AT the last annual meeting of stockholders 
of Pennsylvania Power & Light Company 
were some most interesting VIP’s 
esent. These were the scattering of men 
in work clothes and women wearing babush- 
and carrying market baskets... *very 
portant people! 


No sophisticated, market-wise investors 
plain folks...simply holders of a few 
ares of our company’s common or preferred 
ttocks. Small investors, yes...but sincerely 
interested in the business in which they are 
mrrtners. In fact one of these VIP’s closed 
the meeting with a stirring statement about 
the dangers of public power and growing 
bureaucratic regulations and controls. 


Sufficient numbers of such VIP’s become 


VIP’s* 


at any 
stockholder 
meeting 


a real bulwark against encroaching Socialism 
..-provided American business takes the 
trouble to keep them fully informed of the 
facts. For in their willingness to take con- 
structive action in behalf of a business in 
which they have put their savings, the size 
of their holdings is no longer a matter of 
prime importance nor a measure of the effec- 
tiveness of their action. 


We are proud to say that today, more than 
70,000 shareholders own PP&L. More than 
half of these 70,000 partners hold less than 
15 shares each, and more than 69% of these 
70,000 partners in our business are residents 
of Pennsylvania...intensely interested home- 
town folks! Each one of them very important 
people! 


PENNSYLVANIA POWER & LIGHT COMPANY 
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Duquesne Light Company’s Phillips Power Station, South Heights, Pa. Breaker 
control battery is 60-cell FME-17 Exide-Manchex. Rack is Exide 37344, 2-step. 


AT DUQUESNE LIGHT COMPANY’S Phillips Power Station 


breaker control battery is Exide ~Manchex 


Another great utility turns to dependable Exide- 
Manchex Batteries. In Duquesne Light’s modern 
Phillips Power Station, located on the Ohio River 
near Pittsburgh, positive switchgear operation is 
assured by a 60-cell FME-17 Exide-Manchex 
Battery. This battery controls switchgear of 
69 KV, 1200 Amp. breakers, and is set up for 
emergency duty on motor operated steam valves. 


This is just one of the many modern stations 
throughout the country where dependable per- 
formance is provided by Exide-Manchex Batter- 
ies. Consider these benefits from Exide-Manchex. 


POSITIVE OPERATION: Power is delivered at high 
or low rates, providing dependable performance 
at ample voltage with no switching failures. 


INSTANTANEOUS POWER, capable of discharging 
at high rates for switchgear operation and of pro- 
viding adequate reserve power for the dependable 
performance of all other control circuits and also 
emergency lighting. 


1888...DEPENDABLE BATTERIES FOR 63 YEARS...1951 


LOW OPERATING COST: Extremely low internal 
resistance. Power required to keep battery floated 
and fully charged ranges between 0.25% and 
1.0% of the 8-hour discharge. 

LOW MAINTENANCE AND REPAIR COSTS: Water 
required about twice a year. No change of chem- 
ical solution needed during life of battery. Repair 
costs negligible. 

UNUSUALLY LONG LIFE... due to sturdy con- 
struction; the famous manchester positive plate; 
a combination of specially treated wood and 
plastic separators; and other exclusive features. 
GREATER CAPACITY in a given amount of space 
avoids overcrowding of equipment. 

These are the features that help to make Exide- 
Manchex your best battery buy for all control and 
substation services. 


THE ELECTRIC STORAGE BATTERY CO. 
Philadelphia 2 
Exide Batteries of Canada, Limited, Toronto 
“Exide’’ and ““Manchex” Reg. Trade-marks U.S. Pat. Of. 
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FOUR SIGNIFICANT SENTENCES 


"Record highs for sales and revenues were 
established." 


"The economic status of the territory 
served by the Company continues to 
improve." 


"Prospects for the location of additional 
industries in Alabama are numerous and 
indicate continued growth." 


"All demands for service were met 
adequately and on time." 


These are four of a number of other significant 
facts about the territory served by Alabama 
Power Company which appear in the Com- 
pany’s latest Annual Report, a copy of which 
is yours for the asking. 


Alabama Power Company 


“Helping Develop Alabama” 


Birmingham 2, Alabama 
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The tremendous advances in coal 


are demonstrated by this primitive coal mining 
of 1865 as compared to the ultra-modern prep 


plants of today, in which Southern’s 


premium coals are thoroughly washed and precision siz 


Here’s why 
soutHern’s WI 


ide selection of premium, washed cc 


can help you reduce steam costs 


Basic requirement for most economical steam 
production is to make certain that the right coal 
is applied to your specific type of burning equip- 
ment. SOUTHERN’S service to industry fulfills 
this requirement two important ways: 

1. The industry’s widest selection of scientif- 
ically prepared premium coals from the 
leading eastern and midwestern fields and 
seams. 

2. A staff of trained combustion engineers— 
ready to consult with you on which one of 
SOUTHERN’S many coals can effect great- 
est savings in your plant. 

SOUTHERN’S approach to all types of coal pur- 
chasing and burning problems is factual—includ- 
ing plant surveys and actual burning tests. 


Add to this, SOUTHERN’S dependable supp 
..-big production in excess of 10,000,000 tos 
annually from the most modern mines in exist- 
ence...plus vast reserves. 

Get the full details about how SOUTHERN’S 
service is lowering costs in hundreds of Amer- 
ica’s leading steam producing plants. Call, wire 
or write our nearest branch office today. 


AS MANY AS 25 PREMIUM COALS 


SOUTHERN offers industrial buyers a wide va- 
riety of premium coals from the coal fields of 
Western Kentucky, West Virginia, Virginia, 
Eastern Kentucky, Illinois, Indiana, Alabama, 
Arkansas, and Oklahoma. One is right for your 


General Office: 333 North Michigan Avenue, Chicago 1, Ill 
Offices in: ATLANTA, BIRMINGHAM, CHICAGO, GREENVILLE, 
KNOXVILLE, LOUISVILLE, MEMPHIS, NASHVILLE, ST. LOUIS 
Sinclair Coal Company, Kansas City 6, Mo.— Western Representative 
Boon-Strachan Coal Company, Ltd., Montreal— Canadian Representative 
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Architect’s drawing of new Oak Creek Power Plant of Wisconsin Electric Power Company. Construction 
under way on first two 120,000 kilowatt units. Ultimate capacity 500,000 kilowatts. 


Were working with an eye on the calendar these days — speeding Oak 
Creek units No. 1 and 2 toward completion as rapidly as possible. 

The new Oak Creek Power Plant is vital to the nation’s defense pro- 
duction. It will furnish power for Milwaukee County—eighth in the nation 
industrially — and other important manufacturing centers in Southeastern 
Wisconsin. 

Here’s our schedule: From an undeveloped plot of land fronting on 
Lake Michigan, to completion and operation of the first 120,000 kilowatt 
section of our ultimate 500,000 kilowatt power plant — in eighteen months. 

We’re planning for tomorrow while we’re working at top speed today. 


WISCONSIN ELECTRIC POWER COMPANY 


i281 231 West Michigan Street « Milwaukee 1, Wisconsin 
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..4SOUND ENGINEERING 











RB, consistently providing values that go beyond speci- 
fications, Springfield Boiler Co. has earned for itself the 
reputation of building steam generating units that /ast longer, 
stay modern longer! One of these values is the soundness of 
engineering underlying Springfield designs. Long a leader in 
developing and pioneering some of the most outstanding 
advances in boiler design, Springfield engineering is balanced 
by a sense of responsibility that has come from a vast 
background of experience and more than sixty years of 
specialization in the boiler field. Take advantage of the 
engineering skill Springfield offers! We will be glad to submit 
a proposal covering your requirements. 








SPRINGFIEL 
BOILER CO. 


1960 E. Capitol Ave., Springfield, ill. 
Designers, Fabricators 
and Erectors of 
BENT TUBE BOILERS 
STRAIGHT TUBE BOILERS 
SUPERHEATERS 
DESUPERHEATERS 
AIR HEATERS 
ECONOMIZERS 
WATERWALLS 


A Springfield COMPLETE STEAM 
Divided Furnace GENERATING UNITS 
Design ? 








SPECIALIZING IN STEAM GENERATING EQUIPMENT SINCE 189! 
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CONNERS CREEK PLANT SHOWING NEW EXTENSION (AT RIGHT) 


MORE POWER TO DETROIT 


In the last decade of Detroit’s 250 year history—from 1940 
to 1950—the population of Detroit and Southeastern Michi- 
gan increased 25 per cent . . . and its industries became 
the nation’s third largest in size and volume. To match this 
growth with its ever-increasing demand for electric power, 
Detroit Edison increased its capacity by 41.6%. And by the 
end of 1953, the Company’s generating capacity will be 
increased another 56.8% for a total growth of 98.4% 
since 1940. 


The Detroit Edison Company 
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Ba rber -Greene "° 705-A 


The Hydra-Crowd — hy- 
draulic transmission of 
power fo the driving wheels 
— allows the operator of 
the Runabout, with a twist 
of the wrist, to keep it go- 
ing at top digging efficiency 
through varying soil con- 
ditions. 


SEND 
FOR BULLETIN! 


Send for Bulletin 705-A which 
describes completely all the 
advantages you gain when you 
use a Model 705-A Runabout 
Service Ditcher. 


208-A 


ty VORA CAQUL 


finger-tip hydraulic control of 
crowding speed...independent 
of bucket line speed 


The Model 705-A Runabout now features the 
Hydra-Crowd, which provides an infinite range of 
crowding speeds from 0 to 16 f.p.m., independent 
of bucket line speed. With its 15 m.p.h. road 
speed and Vertical Boom milling action — and 
new Hydra-Crowd control — the Runabout com- 
bines mobility and digging efficiency to make 
possible lowest cost per foot of trench in all dig- 
ging conditions the year around. 





Outstanding Runabout Performance Features 


All-Weather — All-Ground Digging * 15 m.p.h. 
road speed * One-man operation « Control of dig- 
ging from cab or ground * Fastest digging in every- 
thing from loam to coral rock ¢ 542”, 742”, 1012” 
cutting widths * Instant stop——quick reverse © Digs 
clean trench — no ramp to be dug by hand. 











Barber-Greene Company 


Aurora, Illinois, U.S.A. 
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PICTURE OF A PLEDGE 


The Frank Bird steam-electric generating plant, pictured 
above, will be completed and in operation on our system 
this year. 


Its construction was undertaken to assure our Montana 
customers—industrial, residential and rural—all the 
power they need, when they need it. 


It is this kind of planning and building that has enabled 
us to stay ahead of the needs of Montana. . . has enabled 
us to make good on a pledge of ample power and fine 
service. Yes, there’s plenty of power in Montana for 
everyone’s needs! 


The Montana Power Company 











The vision began to take form on Independence Day, 
July 4, 1883 at Sunbury, Pa. when Thomas A. Edison 
threw the switch of the first commercial steam-elec- 
tric station in the world. This was one of the epochal 
events foreshadowing the scientific, industrial, and 
economic miracles of the 20th century. The new Sun- 
bury Steam-Electric Station near Sunbury, Pa. re- 
flects both the tradition of our American past and 
the hope of tomorrow as its fine buildings emerge 
from the blueprint stage to provide an abundant 
source of power for factories, offices, farms, and 
homes in Central Eastern Pennsylvania. 


FOSTER WHEELER CORPORATION - 


The earliest section which houses four Foster Wheeler 
400,000 Ib per hr steam generators providing steam 
for two 75,000 kw turbine generators is the world’s 
largest power plant burning -pulverized anthracite. 
The first extension houses a 100,000 kw turbine 
generator and an 800,000 Ib per hr Foster Wheeler 
steam generator. Engineering is under way for the 
installation of an additional Foster Wheeler 
1,000,000 Ib per hr reheat steam generator de- 
signed to serve a 125,000 kw unit. When ultimately 
completed, the station is expected to have a capacity 
of more than 700,000 kw. 


165 BROADWAY, N 
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Sunbury Steam Electric Station 
of Pennsylvania Power & Light Company 
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“Our new International 1-192 just played with the load!" | 








When the driver of a new truck says: “It just 
played with the load,” that statement means 
something. 


In the case of this new International L-192, 
it meant “playing” with several 55-foot tele- 
phone poles and 4 heavy transformers the first 
day the truck was on the job. That’s the kind 
of right-for-the-job truck performance you can 
expect from every International . . . whether 
it’s the smallest pick-up or the biggest model 
in the line. 


Here’s why: 


1. Internationals are heavy-duty engineered 
to give you true truck stamina that keeps ’em 
running stronger, longer and at lower cost... 
no matter what job they have to do! 


2. Internationals have the COMFO-VISION CAB 
—the roomiest on the road! Deep-cushioned 
seats, controlled heat and ventilation, plus 
perfect visibility through that big, one-piece 
Sweepsight windshield make this cab a driv- 
er’s dream come true. 
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This International L-192 with special utility body and winch recently went to work for 
People’s Gas & Electric Co., Mason City, lowa. Vehicle weight empty—15,000 pounds. 
Wheelbase —175°’. 5-Speed transmission. Singie-speed rear axle; Ratio—7.16 to 1. 





3. Internationals have a new valve-in-head 
engine —an outstanding engineering advance- 
ment proved and perfected in the world’s 
largest all-truck engine plant to give you effi- 
cient balance of power, speed and economy. 


4. Internationals are the world’s most com- 
plete line of trucks, with 87 basic models and 
thousands of specialized variations, with Gross 
Vehicle Weights varying from 4,200 pounds 
all the way up to 90,000 pounds. 
5. Internationals can be speedily serviced, 
because the International Truck you buy is 
backed by the world’s largest, most complete, 
best equipped exclusive truck servicing sys- 
tem. 

For the complete story see your nearest 
International Truck Dealer or Branch soon. 


International Harvester Company °* Chicago 


International Harvester Builds 
McCormick Farm Equipment and Farmall Tractors 
Motor Trucks . . . Industrial Power 
Refrigerators and Freezers 


INTERNATIONAL <> TRUCKS 


Heavy-duty engineered for the long haul 
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KILOWATTS FOR KANSAS CITY 
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Hawthorn Station, Kansas City Power & Light Company’s 


new steam-electric generating plant, will begin operation with 






a 66,000-kilowatt turbogenerator early this summer. Located 





on the Missouri River in the Northeast Industrial District 
of Kansas City, Missouri, Hawthorn will add 132,000 kilowatts— 

















Ta P A 


40 per cent more capacity—to the area’s power supply when the 
second generating unit goes into production around mid-year. 
In addition, installation of a 99,000-kilowatt turbogenerator 


re 


will be completed by early 1953. The Company’s total gener- 
ating capacity, when the third Hawthorn unit begins operation, 
will be twice as great as it was in 1941. 
This expansion program is making more power available 
to the rapidly growing Kansas City area at a time when it 
is taking an important place as a production center in 


America’s national defense program. 








KANSAS CITY POWER & LIGHT COMPANY 
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service for along time} : 
| They are built to last 





THE MERCOID CORPORATION 
4201 BELMONT AVE. CHICAGO 41, I 
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Thick Freeport Seam 
Eastern Ohio Western Penna. 
Consol Bituminous Coals meet every need of the public utility industry. 
They've been widely acclaimed for years for their uniform high quality 
which results in unexcelled performance and economy. 
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KOPPERS BUILDING PITTSBURGH PA. 
BALTIMORE BUFFALO CINCINNATI CHICAGO CLEVELAND DETROIT ERIE FAIRMONT 
NORFOLK PHILADELPHIA PITTSBURGH ROCHESTER SYRACUSE TOLEDO 
Export Office: New York, N. Y, 
AFFILIATE 
NORTH WESTERN-HANNA Ft fico on | Minn £ Duluth, Superio Milwauk Menon 
EMPIRE-HANNA COAL CO. LTD T prvt London, St. Catharin Windsor 
Lak ale Agent: HANNA COAL & ORE CORP c 
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COAL SCALES KEEP BOILERS 






*Richardsons”’ 





“On Test”. 


Do It Best 


When a Richardson scale is weighing and feed- 
ing your coal you have the most dependable, 
accurate, automatic equipment that money can 
buy. Without an equal for year-in, year-out 
service, every Richardson scale is backed by 60 
years’ experience designing automatic materials 
weighing equipment and over 40 years of build- 
ing coal scales. 

Current models will be found even more 
rugged, dependable, accurate, dust tight—than 
the old units, some of which are still in use after 
30 years of service. They do not “hang up” on 
wet coal or dry—coarse coal or fine—but give 
accurate records of coal consumed per boiler— 
by the hour, shift, day, week or month. 

Through this continuous service, Richardson 
has gained a knowledge which has kept pace 
with the more rigid requirements of present day 
and future power plants and resulted in constant 





modernization of equipment each year. 

In your district there is a factory-trained Rich 
ardson Service Engineer. If your Richardson 
scale needs a parts or operational check-up, call 
him in...you will be sure of a thorough, com- 
petent and courteous inspection, and worth 
while recommendations for getting maximum 
efficiency from your boiler pleat. 


3 BULLETINS AVAILABLE 
Send For Them Today For Complete Information On: 


EE-39, for dust tight, average service—200-300 
Ibs. per discharge—Bulletin No. 0150 

Model K-39, for pressure tight (up to 60" 
of water), large capacity service—400-500 Ibs. 
per discharge—Bulletin No. 0250 

Monorate, non-segregating coal distributor- 
Bulletin No. 1349 


RICHARDSON SCALE COMPANY 
Clifton, New Jersey 

Atlanta * Boston ° Buffalo © Chicogo 

Cincinnati * Detroit * Houston ©° Mi 

New York * Omcha ° Philadelphia © Pittsburgh 

San Francisco * Wichita © Montreal © Toronto 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








un 7, 


obody 
a's car 
joods ir 


ateriel 






ist, inc 
reater 
istory. 
cond, 
ectric 
eet be 


power. 


poth ty! 
huately 













hrough 

hank 
bur cus 
icity ; 
of Pear 
nd in 
he lin 
600,000 
System 
summet 


orthco 


Such i 


state 2 















ne 7, 19iune 7, 1951 Public Utilities Fortnightly 77 









9 produce for peace and defense 















here’s twice as much Power 


lobody really knows right now how much of Amer- 
s's capacity to produce will be devoted to civilian 
foods in the months ahead, and how much to the 


ateriel of war. But two things are certain: 


rst, industry—on a war or peacetime basis—makes 
reater use of electricity today than ever before in 
istory. 

cond, the companies of the American Gas and 
lectric System are in better shape than ever to 
eet both military and civilian demands for electric 


power. 
















oth types of demands were met promptly and ade- 
huately by this company and its AG&E affiliates all 
hrough the crucial years of World War Il. Today 
hanks to new plants and additions to older ones— 
bur customers have more than twice as much elec- 
Rich- ticity available to them as there was at the time 
rdson fit Pearl Harbor, only nine short years ago. 


D, call 
oom nd in 1951 another 450,000 kilowatts is coming on 
orth. he line, still another 350,000 come on in ‘52, and 
mum 


600,000 more the year following. That will bring the 
System's total capacity to 3,739,000 kilowatts by the 
summer of 1953. And if more is needed it will be 


On: Pforthcoming. 











0-300 Bsuch is the reassuring power picture in the seven- 
60" Pite area the System serves. 
Ibs. 
ol Q 
AL * . 
American Gas and Electric Company 
f and its operating subsidiaries 





: Appalachian Electric Power Company Kentucky and West Virginia Power Company, Inc. 
‘ Central Ohio Light & Power Company Kingsport Utilities, Inc. 
, Indiana & Michigan Electric Company The Ohio Power Company 






Wheeling Electric Company 
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FACILITIES FOR THE SMALLEST OR THE LARGEST 


The 225-acre Newport News plant includes plate steel and machine shops 
equipped with a complete variety of tools to fabricate items of water power equip- 
ment of any size. Contracts received by Newport News for hydraulic turbines with 
an aggregate rated output in excess of 7,000,000 horsepower have included units as 
high as 165,000 horsepower and as low as 500 horsepower. 


Supplementing the extensive facilities are the equally important experienced 
and skilled personnel at Newport News to design and build such equipment. 


Your inquiries for hydraulic turbines of any size will receive prompt attention. 
Write for illustrated booklet on water power equipment. 


NEWPORT NEWS 


SHIPBUILDING AND DRY DOCK Co. 
NEWPORT NEWS, VIRGINIA 
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NIAGARA MOHAWK POWER CORPORATION 
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NIAGARA MOHAWK SERVES THE 
HEART OF UPSTATE NEW YORK 


s] 


The Niagara Mohawk System supplies electric and gas service to 
over 1,200,000 customers in an area covering 21,000 square miles of 
the Empire State. Here is a region that ranks as one of the great 
production centers and markets of the nation, preeminent in industry, 
commerce and agriculture. 


The demands for the company’s services are increasing in every part 
of the System. Niagara Mohawk, one of the largest private producers 
of power in the country, is adding a million kilowatts to its generating 
resources in the period from 1946 through 1953, and is also expanding 
its facilities to convert practically all remaining manufactured gas 
service to natural gas. 





NIAGARA ‘alll MOHAWK 


BUFFALO, N. Y. ° SYRACUSE, N. Y. ° ALBANY, N. Y. 
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With a Dodge “‘.Job-Rated” truck you save on 
gas and oil and upkeep. You save time and 
work and trouble. 


Along with these important savings, you 
get the benefits of more than 50 improve- 
ments. You get more power than ever, greater 
ease of handling, new comfort, and riding 
smoothness, smart new styling! 


You’ll find a complete range of Dodge “Job- 
Rated’ trucks to meet every utility trucking 
need— 144-ton through 4-tons, including the 
versatile Dodge Power-Wagon and powerful 
6-wheelers. 


Find out from your nearby Dodge dealer how 
much you save with a truck that fits your 
job—a Dodge “Job-Rated” truck! 


VJ0b-Ralod TRUCKS DO THE MOST FOR YOU 








How a Dodge truck is “Job-Rated” 
for utility operations 


A Dodge “Job-Rated” truck is engi- 
neered at the factory to fit a specific 
job...save you money ... last longer. 


Every unit from engine to rear axle 
is “Job-Rated’’—factory-engineered to 
haul a specific load over the roads 
you travel and at the speeds you 
require. 


Every unit that SUPPORTS the load— 
frame, axles, springs, wheels, tires, 
and others—is engineered right to 
provide the strength and capacity 
needed. 


Every unit that MOVES the load— 
nae clutch, transmission, pro- 
peller shaft, rear axle, and others—is 
engineered right to meet a particular 
operating condition. 


June 7, 195)fMune 7, 1° 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 

















Tue American Arprpraisat Company 
ORIGINAL COST STUDIES « VALUATIONS « REPORTS 





for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 















DAY & ZIMMERMANN. INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing — Inspections — Research — Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 








Ford, Bacon & Davis 
Varese? EMgmMeeEs conrteere" 


NEW YORK © PHILADELPHIA @ CHICAGO e LOS ANGELES 



























(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 





GIBBS & HILL Ino. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 


NEW YORE LOS ANGELES 











GILBERT ASSOCIATES, lLvc. 








ENGINEERS POWER ENGINEERING SINCE 1906 SPECIALISTS 
Steam, Electric, Gas Purchasing and Expediting 
Hydraulic, Sanitation Serving Utilities and Industrials Rates, Research, Reports 
Designs and Construction Personnel Relations 
Inspections and Surveys Reading © New York ¢ Houston Original Cost Accounting 
Feed Water Treatment Philadelphia @ Washington Accident Prevention 











JAY SAMUEL HARTT 


CONSULTING ENGINEER 
327 South LaSalle Street @ CHICAGO @ Telephone HArrison 7-8893 


Consultant to Public Utilities: V>-luations; Rate of Return Studies; Reports for 
Financing; Other Problems of Management, Engineering and Finance. 














HENKELS & McCOY 


ELECTRIC & TELEPHONE LINE CONSTRUCTION CO. 
6100 N. 20th St., Philadelphia 38, Pa. — Wilmington, Del. — Erie, Pa. — Altoona, Pa. 


Transmission Distribution — Overhead, Underground « Construction Maintenance « Ball Field Lighting 
Right of Ways ¢ Chemical Control « Tree Trimming ¢ Gas and Oil Lines . . . Now Working in 14 States 








CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


231 So. LaSalle Street Chicago, Illinois 











HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 
1384 HOLLY AVENUE ° COLUMBUS, OHIO 











Mention the Fortnicutiy—It identifies your inquiry 
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PROFESSIONAL DIRECTORY (continued) 





JENSEN, BOWEN & FARRELL 
ENGINEERS 
NN ARBOR, MICHIGA 
APPRAISALS—INVESTIGATIONS DEPRECIATION STUDIES— 


for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 











Ine Hulk yjian Coyooualion 


ples e@ CONSTRUCTORS 





1200 NORTH BROAD STREET, PHILADELPHIA 21, PA. 
WASHINGTON, D.C. © ROME, ITALY ¢ CALCUTTA, INDIA 
CARACAS, VENEZUELA e MEXICO CITY, MEXICO 





William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 
7 Utility Management Consultants Specializing in REGULATORY 
a COST ANALYSIS “mesic 
for past 35 years 
Send for brochure: ‘‘The Value of Cost Analysis to Management"’ 











N. A. LOUGEE & COMPANY 


Engineers and Consultants 


REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 








TAXES 


a MID DLE WEST pears 
PENSIONS INSURANCE 
BUDGETING SERVICE ADVERTISING 


PERSONNEL co ACCOUNTING 
ENGINEERING e SALES PROMOTION 
STOCK TRANSFER 20 N. WACKER DRIVE, CHICAGO PUBLIC RELATIONS 

















Pioneer Service Se epemeering Co. 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CHICAGO 4, ILLINOIS 


CONSULTING, DESIGNING AND 


OPERATING ENGINEERS 
PURCHASING 





231 SOUTH LA SALLE STREET. 
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PROFESSIONAL DIRECTORY (continued) 





SANDERSON & PORTER 
ENGINEERS & 


CONSTRUCTORS 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Usilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 








The J. G. WHITE ENGINEERING CORPORATION 
Design—Construction—Reports—Appraisals 
Consulting Engineering 























80 BROAD STREET NEW YORK 4, N. Y. 
er .. by _ GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
F SS. ENGINEERS 
Ray SPN HARRISBURG, PENNSYLVANIA 
Water, Sewage and Industrial Waste Problems F 
Airfields, Refuse incinerators, Industrial Bulidings ! Reports—A 
City Planning, Reports, Valuations, Laboratory Original Cost and Depreciation Studies 
121 SOUTH BROAD STREET PHILADELPHIA 7 Rate Analyses—insurance Surveys 
BLACK & VEATCH W. C. GILMAN & COMPANY 
CONSULTING ENGINEERS Consulting Engineers 
Approieals re"? = Pt. Load and Capacity Studies — Rate Cases 
struction o Public a icra Properties Financial Planning 
Investigations — Reports — Supervision 
4706 BROADWAY KANSAS CITY, MO. 55 Liberty Street New York 5 
EARL L. CARTER Francis S. HABERLY 
Consulting Engineer CONSULTING ENGINEER 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY Valuation — ‘Depreciation 
Public Utility Valuations, Reports and igati 
a poy my Investigations and Reports 
910 Electric Building Indianapolis, Ind. 122 SouTH MICHIGAN AVENUE, CHICAGO 
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[SVEN B. HANSELL 


CONSULTING ACTUARY 
PENSION PLANS 


DEPRECIATION 
For Rate Cases and Income Tax 


1421 Chestnut Street Philadelphia 2, Pa. 
Tol. Rittenhouse 6-3037 





LUCAS & LUICK 


ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSatis Sr., Cricaco 











HARZA ENGINEERING CO. 


Consulting Engineers 


CABVIN V. DAVIS 

-Electric Power Projects 

Transmission Lines, oom 

Dams, Foundations, arbor Structures, 
Soil Mechanics 


L. F. 
E. MONTFORD FUCIK 


400 W. MADISON ST. CHICAGO 6, ILL. 


A. S. SCHULMAN ELEctric Co. 


Electrical Contracting Engineers 
TRANSMISSION LINES—UNDERGROUND DistRI- 
BUTION — Power STATION — INDUSTRIAL — 

COMMERCIAL INSTALLATIONS 


2416 SouTH MICHIGAN Ave. Cricaco 








JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 





DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS—EXAMINATIONS—APPRAISALS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 





SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 








LAURENCE S. KNAPPEN 


Consulting Economist 


Cost of Capital and Rate of Return Studies 
Analyses of Financia] Statements 
Rate Case Investigations 
Revenues and Expenses Examined 


919 Eleventh Street, N.W., Washington i, D. C. 
Telephone: National 7793 





United States Testing Company, Inc. 














LARAMORE AND DOUGLASS, INC. 


CONSULTING ENGINEERS 


POWER PLANTS 
TRANSMISSION DISTRIBUTION 
DESIGN—REPORTS—APPRAISALS—RATES 


79 East Adams Street Chicago 3, Illinois 


WESTCOTT & MAPES 


ARCHITECTS ENGINEERS 
VALUATIONS — STUDIES — REPORTS — 
DESIGN — SUPERVISION 


UTILITIES — INDUSTRIAL PLANTS 
INSTITUTIONS — SCHOOLS — PUBLIC WORKS 


NEW HAVEN CONNECTICUT 








Organization and Procedural Studies 
ARTHUR LAZARUS 
MANAGEMENT CONSULTANT 

70 Pine Street * New York 5, N. Y. 














BOwiing Green 9-5165 








Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 
ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
309 Munsey Hr tomai 
Washington 4, D. % 
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The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 
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White, J. G., Engineer 
Wisconsin Fisere ston J Company 





ee a eee 





MORE and MORE 


Docitic 


BOILER FEED PUMPS 
are being built for 


UTILITIES 


INDUSTRIAL 
POWER PLANTS 


MARINE 
SERVICE 


Pacific Steam 
Turbopump 


Typical Utility Boiler 
Feed Pump Installation 





Pounds Degrees | Pounds 
ks a Oe | Per Hour | Temp. F.| Pressure 
STEAM TURBOPUMPS _}|__31,600_}__250_ 
358,120 220 
ABF CENTRIFUGAL PUMPS 350,000 300 
455,000 | 336 _| 
425,000 310 
495,000 306 
405,000 305 
IBF CENTRIFUGAL PUMPS 405,000 305 
450,000 310 
6 Pumps 550,000 | 
2 Pumps 163,600 
JBF CENTRIFUGAL PUMPS 1 Pump 117,500 
30 Pumps 95,000 


Quantity 





























Offices and Service in All Principal Cities 


PACIFIC Dacific 
Pasion bade. eres 


HUNTINGTON PARK, CALIFORNIA 


Export Office: Chanin Bldg., 
122 E. 42nd St., New York 

















These G-E switched Pyranol capacitor equipments rated 5100 kilovars at 13,200 volts are installed on the system o 
the Metropolitan Edison Company, York, Pa. All utilities today are finding it pays to install capacitor kvar, some a 


much as 50% of their peak load. 


G-E switched 
Capacitors 

prove life-savers 
as loads climb 


Short deliveries on equipments. 
Priced less than $8.00 per kvar 


Electric utilities in all parts of the country con. 
tinue to find that capacitors provide the fastest, 
cheapest way to increase system capacity. 

Where you already have installed a high per 
centage of fixed capacitors—or where your kilovar 
loading varies widely in any 24-hour period—you 
can profit by the use of switched capacitors, Aut 
matically switched capacitor equipments can |. 
provided at low cost. The G-E 5100-kvar 13,200. 
volt Pyranol* capacitor equipment illustrated here, 
with breaker and automatic control, is priced at less 
than $8.00 per kvar. 

Switched capacitor equipments are available on 
short delivery. They can be installed in a matter of 
hours. They provide the least expensive method of 
releasing system capacity. Call your nearest G-E 
Sales Office or write for information on how c:pac 
itors can help you. Address Sec. 407-31, Apparatus 
Department, General Electric, Schenectady 5, ». Y. 


*Reg. Trade mark of General Electric Company. ean 


GENERAL ($6) ELECTRIC 
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